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Eurodollar Rate) or the compliance by such Lender with any guidehine, request or directive from
any central bank or other Governmental Authonty (whether or not having the force of law), shall
have the effect of increasing the cost to such Lender of agreeing to make or making, funding or
mantaiming any Eurodollar Rate Loans, then the Borrower shall from time to time, upon demand
by such Lender (with a copy of such demand to the Admunistrative Agent), pay to the
Adminsstrative Agent for the account of such Lender additional amounts sufficient to compensate
such Lender for such increased cost. A certificate as to the amount of such increased cost,
submutted to the Borrower and the Admimistrative Agent by such Lender, shall be conclusive and
binding for all purposes, absent mamfest error.

(d) Hlegality

Notwithstanding any other provision of this Agreement, if any Lender determines
that the introduction of, or any change n or in the mterpretation of, any law, treaty or
governmental rule, regulation or order after the date of this Agreement shall make 1t unlawful, or
any central bank or other Governmental Authonty shall assert that 1t 1s unlawful, for any Lender
or ts Eurodollar Lending Office to make Eurodollar Rate Loans or to continue to fund or
maintain Eurodollar Rate Loans, then, on notice thereof and demand therefor by such Lender to
the Borrower through the Administrative Agent, (1) the obligation of such Lender to make or to
continue Eurodollar Rate Loans and to convert Base Rate Loans mnto Eurodollar Rate Loans shall
be suspended, and each such Lender shall make a Base Rate Loan as part of any requested
Borrowing of Eurodollar Rate Loans and (u) if the affected Eurodollar Rate Loans are then
outstanding, the Borrower shall immediately convert each sich Term Loan into a Base Rate
Loan. If, at any time after a Lender gives notice under this clause (d), such Lender determines
that 1t may lawfully make Eurodollar Rate Loans, such Lender shall promptly give notice of that
determination to the Borrower and the Admnistrative Agent, and the Administrative Agent shall
promptly transmit the notice to each other Lender The Borrower’s nght to request, and such
Lender’s obligation, 1f any, to make Eurodollar Rate Loans shall thereupon be restored.

e Breakage Costs

In addition to all amounts required to be paid by the Borrower pursuant to
Section 2 7 (Interest), the Borrower shall compensate each Lender, upon demand, for all actual
losses, expenses and habilities (including any actual loss or expense mcurred by reason of the
liqudation or reemployment of deposits or other funds acquired by such Lender to fund or
maintain such Lender’s Eurodollar Rate Loans to the Borrower but excluding any loss of the
Applicable Margin on the relevant Term Loans) that such Lender may sustam (1) 1f for any reason
(other than solely by reason of such Lender being a Non-Funding Lender) a proposed Borrowing,
conversion mto or continuation of Eurodollar Rate Loans does not occur on a date specified
therefor 1n a Notice of Borrowing or a Notice of Conversion or Continuation given by the
Borrower or 1n a telephonic request by 1t for borrowing or conversion or continuation or a
successive Interest Period does not commence after notice therefor 1s given pursuant to
Section 2 8 (Conversion/Continuation Option), () 1f for any reason any Eurodollar Rate Loan 1s
prepaid (including mandatonly pursuant to Section 2 6 (Mandatory Prepayments)) on a date that
1s not the last day of the applicable Interest Period, (11) as a consequence of a required conversion
of a Eurodollar Rate Loan to a Base Rate Loan as a result of any of the events indicated in clause
(d) above or (1v) as a consequence of any failure by the Borrower to repay Eurodollar Rate Loans
when required by the terms hereof The Lender making demand for such compensation shall
deliver to the Borrower concurrently with such demand a written statement as to such losses,
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expenses and hiabihities, and this statement shall be conclusive as to the amount of compensation
due to such Lender, absent manifest error.

Section 2.12 + Capital Adequacy

If at any time any Lender determines that (a) the adoption of, or any change in or
1n the interpretation of, any law, treaty or governmental rule, regulation or order after the date of
this Agreement regarding capital adequacy, (b) compliance with any such law, treaty, rule,
regulation or order or (c) compliance with any guideline or request or directive from any central
bank or other Governmental Authority (whether or not having the force of law) shall have the
effect of reducing the rate of return on such Lender’s (or any corporation controlling such
Lender’s) capital as a consequence of 1ts obligations hereunder to a level below that which such
Lender or such corporation could have achueved but for such adoption, change, compliance or
nterpretation, then, upon demand from time to time by such Lender (with a copy of such demand
to the Admimistrative Agent), the Borrower shall pay to the Administrative Agent for the account
of such Lender, from time to time as specified by such Lender, additional amounts sufficient to
compensate such Lender for such reduction. A certificate as to such amounts submutted to the
Borrower and the Administrative Agent by such Lender shall be conclusive and binding for all
purposes absent manifest error

Section 2.13 Taxes

(2) Except as otherwise provided in thus Section 2 13, any and all payments
by any Loan Party under each Loan Document shall be made free and clear of and without
deduction for any and all present or future taxes, levies, imposts, deductions, charges or
withholdings, and all habilities with respect thereto, excluding (1) 1n the case of each Lender and
the Admuinistrative Agent (A) taxes measured by 1ts net mcome, and franchise taxes imposed on
1t, and simular taxes imposed by the jurisdction (or any political subdivision thereof) under the
laws of which such Lender or the Administrative Agent (as the case may be) 1s organmized and (B)
any US withholding taxes payable with respect to payments under the Loan Documents under
laws (including any statute, treaty or regulation) 1n effect on the Closing Date (or, m the case of
(x) an Ehgible Assignee, the date of the Assignment and Acceptance and (y) a successor
Adrmnistrative Agent, the date of the appointment of such Administrative Agent) applicable to
such Lender or the Admmistrative Agent, as the case may be, but not excluding any U.S.
withholding taxes payable as a result of any change n such laws occurnng after the Closing Date
(or the date of such Assignment and Acceptance or the date of such appointment of such
Admunistrative Agent) and (1) n the case of each Lender taxes measured by its net income, and
franchise taxes imposed on 1t as a result of a present or former connection between such Lender
and the junsdiction of the Governmental Authonty imposing such tax or any taxing authority
thereof or therein (all such non-excluded taxes, levies, imposts, deductions, charges, withholdings
and habilities being heremnafter referred to as “Taxes™). If any Taxes shall be required by law to
be deducted from or in respect of any sum payable under any Loan Document to any Lender or
the Adminmistrative Agent (w) the sum payable shall be mncreased as may be necessary so that,
after making all required deductions (including deductions applicable to additional sums payable
under this Section 2 13, such Lender, such Issuer or the Administrative Agent (as the case may
be) recerves an amount equal to the sum 1t would have received had no such deductions been
made, (x) the relevant Loan Party shall make such deductions, (y) the relevant Loan Party shall
pay the full amount deducted to the relevant taxing authonty or other authonty in accordance
with applicable law and (z) the relevant Loan Party shall deliver to the Adminstrative Agent
evidence of such payment
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(b) In addition, each Loan Party agrees to pay any present or future stamp or
documentary taxes or any other excise or property taxes, charges or stmilar levies of the United
States or any pohtical subdivision thereof or any applicable foreign unisdiction, and all habilities
with respect thereto, in each case ansing from any payment made under any Loan Document or
from the execution, delivery or registration of, or otherwise with respect to, any Loan Document
(collectively, “Other Taxes™).

. (© Each Loan Party shall, jointly and severally, ndemmfy each Lender and
the Admimstrative Agent for the full amount of Taxes and Other Taxes (including any Taxes and
Other Taxes imposed by any jurisdiction on amounts payable under this Section 2 13) pad by
such Lender or the Admimistrative Agent (as the case may be) and any liability (including for
penalties, interest and expenses) ansing therefrom or with respect thereto, whether or not such
Taxes or Other Taxes were correctly or legally asserted This 1ndemnification shall be made
within 30 days from the date such Lender, or the such Administrative Agent (as the case may be)
makes written demand therefor.

@ Within 30 days after the date of any payment of Taxes or Other Taxes by
any Loan Party, the Borrower shall furmsh to the Admunistrative Agent, at its address referred to
m Section 11 8 (Nonces, Etc.), the onginal or a certified copy of a receipt evidencing payment
thereof

(e) Without prejudice to the survival of any other agreement of any Loan
Party hereunder or under the Guaranty, the agreements and obligations of such Loan Party
contamed m this Section 2 13 shall survive the payment 1n full of the Obligations.

§3)] ® Each Non-U.S Lender that 1s entitled to an exemption from
U S withholdin g tax, or that 1s subject to such tax at a reduced rate under an applicable tax treaty,
shall (v) on or prior to the Closing Date 1n the case of each Non-U.S. Lender that 1s a signatory
hereto, (w) on or prior to the date of the Assignment and Acceptance prsuant to which such
Non-U.S. Lender becomes a Lender or the date a successor Administrative Agent becomes the
Admumstrative Agent hereunder, (x) on or pnor to the date on which any such form or
certification expires or becomes obsolete, (y) after the occurrence of any event requirning a change
m the most recent form or certification previously delivered by 1t to the Borrower and the
Admimistrative Agent, and (z) from tume to time if requested by the Borrower or the
Administrative Agent, provide the Admmistrative Agent and the Borrower with two completed
onginals of each of the following, as applicable:

(A) Form W-8ECI (claiming exemption from US
withholding tax because the income 1s effectively connected with a U' S trade or
business) or any successor form,

(B) Form W-8BEN (claiming exemption from, or a
reduction of, U.S. withholding tax under an income tax treaty) or any successor
form,

<) n the case of a Non-U S Lender claiming exemption
under Sections 871(h) or 881(c) of the Code, a Form WSBEN (clatming
exemption from U S withholding tax under the portfohio nterest exemption) or
any successor form; or
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(D) any other applicable form, certificate or document
prescribed by the IRS certifying as to such Non-U.S. Lender’s entitlement to
such exemption from U.S withholding tax or reduced rate with respect to all
payments to be made to such Non-U S. Lender under the Loan Documents

Unless the Borrower and the Admunistrative Agent have received forms or other
documents satisfactory to them indicating that payments under any Loan Document to or
for a Non-U.S. Lender are not subject to U.S. withholding tax or are subject to such tax at
a rate reduced by an applicable tax treaty, the Loan Parties and the Admimistrative Agent
shall withhold amounts required to be withheld by applicable Requirements of Law from
such payments at the applicable statutory rate.

() Each U.S. Lender shall (v) on or prior to the Closing Date m the
case of each U S. Lender that 1s a signatory hereto, (w) on or prior to the date of the
Assignment and Acceptance pursuant to which such U.S. Lender becomes a Lender or
‘the date a successor Admimistrative Agent becomes the Admimistrative Agent hereunder,
(x) on or prior to the date on which any such form or certification expires or becomes
obsolete, (y) after the occurrence of any event requiring a change 1n the most recent form
or certification previously delivered by 1t to the Borrower and the Admimstrative Agent,
and (z) from time to time 1f requested by the Borrower or the Admmistrative Agent,
provide the Admimstrative Agent and the Borrower with two completed onignals of
Form W-9 (certifying that such U S. Lender 1s entitled to an exemption from U.S. backup
withholding tax) or any successor form Solely for purposes of this Section 2 13(f), a
US Lender shall not include a Lender or an Administrative Agent that may be treated as
an exempt recipient based on the indicators described in Treasury Regulation section
1.6049-4(c)(1)(u1)

Any Lender claiming any additional amounts payable pursuant to ths Section 2.13 shall use its
reasonable efforts (consistent wath 1ts internal policies and Requirements of Law) to change the
Junisdiction of 1ts Apphcable Lending Office 1f the making of such a change would avoid the need
for, or reduce the amount of, any such additional amounts that would be payable or may
thereafter accrue and would not, in the sole determunation of such Lender, be otherwise
disadvantageous to such Lender.

Section 2.14  Substitution of Lenders

(a) In the event that (1)(A) any Lender makes a claim under Section 2 11(c)
(Increased Costs) or Section 2 12 (Capital Adequacy), (B) 1t becomes illegal for any Lender to
continue to fund or make any Eurodollar Rate Loan and such Lender notifies the Borrower
pursuant to Section 2 11(d) (Illegality), (C) any Loan Party 1s required to make any payment
pursuant to Section 2.13 (Taxes) that 1s attributable to a particular Lender or (D) any Lender
becomes a Non-Funding Lender, (11) 1 the case of clause (1)(A) above, as a consequence of
Increased costs mn respect of which such claim 1s made, the effective rate of interest payable to
such Lender under this Agreement with respect to 1ts Term Loans matenially exceeds the effective
average annual rate of interest payable to the Requisite Lenders under this Agreement and (111)
the case of clause (1)(A),(B) and (C) above, Lenders holding at least 75% of the Commuitments are
not subject to such ncreased costs or 1llegality, payment or proceedings (any such Lender, an
“Affected Lender”), the Borrower may substitute any Lender and, 1f reasonably acceptable to the
Admimistrative Agent, any other Ehgible Assignee (a “Substitute Institution”) for such Affected
Lender hereunder, after delivery of a written notice (a “Substitution Notice™) by the Borrower to
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the Admimistrative Agent and the Affected Lender within a reasonable time (in any case not to
exceed 90 days) following the occurrence of any of the events descrnibed 1n clause (1) above that
the Borrower intends to make such substitution, provided, however, that, if more than one Lender
claims 1ncreased costs,-1llegality or nght to payment anising from the same act or condition and
such claims are received by the Borrower within 30 days of each other, then the Borrower may
substitute all, but not (except to the extent the Borrower has already substituted one of such
Affected Lenders before the Borrower’s receipt of the other Affected Lenders’ claim) less than
all, Lenders making such claims

) If the Substitution Notice was properly 1ssued under this Section 2.14,
the Affected Lender shall sell, and the Substitute Institution shall purchase, all nghts and claims
of such Affected Lender under the Loan Documents and the Substitute Institution shall assume,
and the Affected Lender shall be rehieved of, all other prior unperformed obligations of the
Affected Lender under the Loan Documents (other than n respect of any damages @hich
pursuant to Section 11 5 (Limitations of Liability), do not include exemplary or punitive damages,
to the extent permutted by applicable law) in respect of any such unperformed obligations) Such
purchase and sale (and the corresponding assignment of all rights and claims hereunder) shall be
recorded 1n the Register maintained by the Administrative Agent and shall be effective on (and
not earher than) the later of (1) the receipt by the Affected Lender of its Ratable Portion of the
Term Loans, together with any other Obligations owing to 1t, (u) the receipt by the
Admumistrative Agent of an agreement m form and substance satisfactory to 1t and the Borrower
whereby the Substitute Institution shall agree to be bound by the terms hereof and (1) the
payment in full to the Affected Lender n cash of all fees, unreimbursed costs and expenses and
indemnities accrued and unpaid through such effective date. Upon the effectiveness of such sale,
purchase and assumption, the Substitute Institution shall become a “Lender” hereunder for all
purposes of this Agreement having a Commitment m the amount of such Affected Lender’s
Commuitment assumed by 1t and such Commitment o the Affected Lender shall be termmated,
provided, however, that all indemnities under the Loan Documents shall continue m favor of such
Affected Lender.

(c) Each Lender agrees that, 1f 1t becomes an Affected Lender and 1ts nghts
and claims are assigned hereunder to a Substitute Institution pursuant to this Section 2 14, 1t shall
execute and deliver to the Administrative Agent an Assignment and Acceptance to evidence such
assignment, together with any Note (if such Term Loans are evidenced by a Note) evidencing the
Term Loans subject to such Assignment and Acceptance, provided, however, that the failure of

any Affected Lender to execute an Assignment and Acceptance shall not render such assignment
invalid

ARTICLE III
CONDITIONS TO LOANS
Section 3.1 Conditions Precedent to Initial Loans
The obligation of each Lender to make the Term Loans requested to be made by
1t on the Closing Date 1s subject to the satisfaction or due warver m accordance with Section 11 1
(Amendments, Waivers, Etc ) of each of the following conditions precedent.
(a) Certain Documents. The Admimistrative Agent shall have received on or

prior to the Closing Date (and, to the extent any Borrowing of any Eurodollar Rate Loans 1s
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requested to be made on the Closing Date, n respect of the Notice of Borrowing for such
Eurodollar Rate Loans, at least three Business Days prior to the Closing Date) each of the
following, each dated the Closing Date unless otherwise indicated or agreed to by the
Admimistrative Agent, in form and substance satisfactory to the Admmstrative Agent and 1n
sufficient copies for each Lender

® this Agreement, duly executed and delivered by the Borrower
and, for the account of each Lender requesting the same, a Note of the Borrower
conforming to the requirements set forth herein,

(u) the Guaranty, duly executed by each Guarantor,

() the Pledge and Secunty Agreement, duly executed by the
Borrower and each Guarantor, together with each of the following,.

(A) evidence satisfactory to the Administrative Agent that,
upon the filing and recording of mnstruments delivered at the Closing, the
Collateral Agent (for the benefit of the Secured Parties) shall have a valid and
perfected first prnionity secunity interest in the Collateral, including (x) such
documents duly executed by each Loan Party as the Administrative Agent may
request with respect to the perfection of its secunty interests in the Collateral
(including financing statements under the UCC, patent, trademark and copynght
security agreements switable for filing with the Patent and Trademark Office or
the Copynight Office, as the case may be, and other applicable documents under
the laws of any junisdictron with respect to the perfection of Liens created by the
Pledge and Secunity Agreement) and (y) copies of UCC search reports as of a
recent date histing all effective financing statements that name any Loan Party as
debtor, together with copies of such financing statements, none of which shall
cover the Collateral except for those that shall be terminated on the Closing Date
or are otherwise permitted hereunder (including financing statements with
respect to the First Lien Credit Agreement);

(B) all certificates, instruments and other documents
representing all Pledged Stock being pledged pursuant to such Pledge and
Secunity Agreement and stock powers for such certificates, mstruments and other

" documents executed mn blank (unless delivered to the First Lien Collateral
Agent),

(9] all Deposit Account Control Agreements (other than any
Deposit Account Control Agreements subject to Section 7 17 (Post-Closing
Obligations), duly executed by the corresponding Deposit Account Bank and
Loan Party, that, n the reasonable judgment of the Admunistrative Agent, shall
be required for the Loan Parties to comply with Section 7 13 (Control Accounts,
Approved Deposit Accounts}); and

D) Secunties Account Control Agreements duly executed
by the appropriate Loan Party and (1) all “securities intermedianes™ (as defined
n the UCC) with respect to all Secunities Accounts and securities entitlements of
the Borrower and each Guarantor and (2) al “commodities intermedianes” (as
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defined mn the UCC) with respect to all commodities contracts and commodities
accounts held by the Borrower and each Guarantor,

(tv) - the Intercreditor Agreement, duly executed by the Borrower, the
Adminstrative Agent, the Collateral Agent, and the administrative agent and collateral
agent under the First Lien Credit Agreement,

\2) Mortgages for all of the Real Properties of the Loan Parties
wdentified on Schedule 4 19 (Real Property) together with all Mortgage Supporting
Documents relating thereto (except as may be agreed to by the Admimstrative Agent);

V1) a favorable opmion of (A) Alston & Bird, LLP, counsel to the
Loan Parties, addressed to the Admimstrative Agent, the Collateral Agent and the
Lenders and m form satisfactory to the Admimistrative Agent, (B) Kelley Drye & Warren
LLP, special counsel to the Loan Parties as to FCC matters, addressed to the
Admunistrative Agent, the Collateral Agent and the Lenders and 1n form satisfactory to
the Admimistrative Agent, and (C) counsel to the Loan Parties 1n the States of Alabama,
Flonda, Georgia, South Carolina and Tennessee, 1n each case, addressed to the
Administrative Agent, the Collateral Agent and the Lenders and addressing such other
matters as any Lender through the Administrative Agent may reasonably request;

(v)  a copy of each First Lien Loan Document, the documents
governing the New Preferred Stock and each redemption notice and each other document
executed by the Borrower, or its Subsidiaries, 1n connection with the redemption or
repayment of the Existing Indebtedness, in each case, certified as being complete and
correct by a Responsible Officer of the Borrower;

(vim) a copy of the articles or certificate of incorporation (or
equivalent Constituent Document) of each Loan Party, certified as of a recent date by the
Secretary of State of the state of orgamzation of such Loan Party, together with
certificates of such official attesting to the good standing of each such Loan Party;

(x) a certificate of the Secretary or an Assistant Secretary of each
Loan Party certifying (A) the names and true signatures of each officer of such Loan
Party that has been authonized to execute and dehver any Loan Document or other
document required hereunder to be executed and delivered by or on behalf of such Loan
Party, (B) the by-laws (or equivalent Constituent Document) of such Loan Party as n
effect on the date of such certification, (C) the resolutions of such Loan Party’s board of
directors (or equivalent governing body) approving and authorizing the execution,
delivery and performance of this Agreement and the other Loan Documents to which 1t 15
a party and (D) that there have been no changes in the certificate of incorporation (or
equivalent Constituent Document) of such Loan Party from the certificate of
Incorporation (or equivalent Constituent Document) delivered pursuant to clause (vu)
above;

x) a certificate of the chief financial officer of the Borrower, stating
that the Borrower 1s Solvent after giving effect to the incurrence of Indebtedness
hereunder, the application of the proceeds thereof in accordance with the terms of this
Agreement and the First Lien Credit Agreement and the payment of all estimated legal,
accounting and other fees related thereto;
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(x1) a certificate of a Responsible Officer to the effect that (A) the
representations and warranties set forth 1n Article IV (Representations and Warranties)
and 1n the other Loan Documents shall be true and correct on and as of the Closing Date,
(B) no Default or Event of Default shall exist or be contmuing on the Closing Date after
giving effect to the borrowings hereunder and under the First Lien Credit Agreement, (C)
the making of the Term Loans or the loans under the First Lien Facilities on such date
does not violate any Requirement of Law on the date of or immediately following such
date and 1s not enjoined, temporanly, preliminanly or permanently and (D) no litigation
not hsted on Schedule 4 7 (Liigation) has been commenced against any Loan Party or
any of 1ts Subsidianies that would have a Matenal Adverse Effect;

(xn)  evidence satisfactory to the Admumstrative Agent that the
insurance policies required by Section 7 5 (Maintenance of Insurance) and any Collateral
Document are n full force and effect, together with, unless otherwise agreed by the
Admmistrative Agent, endorsements naming the Collateral Agent, on behalf of the
Secured Parties, as an additional msured or loss payee under all insurance policies to be
maintamed with respect to the properties of the Borrower and each other Loan Party;

(xm)  each of the representations and warranties set forth in Article IV
(Representations and Warranties) and 1n the other Loan Documents shall be true and
correct on and as of the Closing Date;

(x1v)  Borrower shall have delivered to the Admnistrative Agent a
Notice of Borrowing substantially in the form of Exhibit C (Notice of Borrowing), and

(xv)  such other certificates, documents, agreements and information
respecting any Loan Party as any Lender through the Admunistrative Agent may
reasonably request

) Fees and Expenses Paid. There shall have been paid to the
Administrative Agent, for the account of the Administrative Agent and the Lenders, as applicable,
all fees and expenses (including reasonable fees and expenses of counsel) due and payable on or
before the Closing Date (including all such fees described 1n the Fee Letter).

(©) Refinancing of Existing Indebtedness Concurrently with the mitial
Borrowings hereunder, (1) the Existing Indebtedness under the Existing Wachovia Credit
Agreement shall be paid-m-full and terminated on terms satisfactory to the Admunistrative Agent,
(1) the Existing CoBank Credit Agreement shall be purchased at par by, and assigned to, the
Borrower and pledged to the Admmstrative Agent for the benefit of Lenders to secure the
Obligations, m each case, on terms satisfactory to the Admumistrative Agent, (1) the
Admunistrative Agent shall have received a payoff letter duly executed and delivered by the
Borrower and the applicable lenders or their agent under each Existing Credit Agreement and
evidence of the release, or arrangements therefor, of all related Liens and guarantees, mn each
case, in form and substance satisfactory to the Administrative Agent and (1v) Borrower shall have
deposited with CSFB an amount sufficient to redeem the Existing Notes 1n full and such deposit
shall be subject to the terms of the Escrow Agreement.

(d) Debt Rating Condition. The Term Loan Facility shall have been rated by
S&P and by Moody’s
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(e) Fuirst Lien Loan Documents. Concurrently with the mitial Borrowings
hereunder, the Borrower shall have satisfied each of the conditions under Section 3 1 (Condition
Precedent to Imtial Loans) of the First Lien Credt Agreement and shall have borrowed the term
loan in the amount of $185,000,000 under the First Lien Term Facility.

63) Consents, Etc  The Admunistrative Agent shall have received copies of
all CATV Franchises (and resolutions relating thereto), Pole Agreements, Communications
Licenses, Programming Agreements, Network Agreements in existence as of the date hereof.
each of the Borrower and its Subsidianies shall have received all consents and authorizations
required pursuant to any material Contractual Obligation with any other Person and shall have
obtamned all consents and Permuts of, and effected all notices to and filings with, any
Governmental Authonty, including, in each case, m connection with all Commumnications
Licenses, CATV Franchises and PUC Authonizations, 1n each case, as may be necessary to allow
each of the Borrower and its Subsidiaries lawfully (1) to execute, deliver and perform, m all
material respects, their respective obhigations hereunder and under the Loan Documents to which
each of them, respectively, 1s, or shall be, a party and each other agreement or instrument to be
executed and delivered by each of them, respectively, pursuant thereto or 1n connection therewith
and (n) other than those required consents 1dentified n Schedule 7 12 hereof, to create and perfect
the Liens on the Collateral to be owned by each of them m the manner and for the purpose
contemplated by the Loan Documents.

3] New Preferred Stock Issuance The Borrower shall have completed 1ts
1ssuance of the New Preferred Stock prior to the Closing Date on terms and conditions acceptable
to the Admmistrative Agent and shall have received gross cash proceeds of not less than
$9,200,000 from such 1ssuance.

(h) Capualization. The Admmistrative Agent shall be reasonably satisfied
. with any changes to the capitalization, structure or equity ownership of the Borrower and 1its
Subsidianes from, 1n each case, that described in the Borrower’s annual report filed on Form 10-
K with the Securities and Exchange Commussion for the year ended December 31, 2004; and,
after giving effect to the transactions contemplated to occur on the Closing Date by this
Agreement and the First Lien Credit Agreement, the Borrower and its Subsidianies shall have no
outstanding Indebtedness or preferred stock other than (1) Indebtedness under this Agreement and
the First Lien Credit Agreement, (1) the New Preferred Stock and (1) other Indebtedness
existing on the Closing Date (after giving effect to the transactions contemplated by this
Agreement) as set forth on Schedule 8 1 (Existing Indebtedness).

)] Financial Statements The Admunistrative Agent shall have received (1)
GAAP audited consolidated balance sheets and related statements of income, stockholders’ equity
and cash flows of the Borrower and 1ts Subsidianes for the 2002, 2003 and 2004 Fiscal Years,
(1) GAAP unaudited consohdated balance sheets and related statements of income, stockholders’
equity and cash flows of the Borrower and 1ts Subsidianes for (x) the Fiscal Quarter ended March
31, 2005 and each subsequent Fiscal Quarter ended 30 days before the Closing Date and (y) each
fiscal month after the most recent Fiscal Quarter for which financial statements were recerved by
the Admimistrative Agent and ended 30 days before the Closing Date, which financial statements,
In each case, shall not be matenally inconsistent with the financial statements or forecasts
previously provided to the Administrative Agent and (1) a certificate of the chief financial
officer of the Borrower stating that the financial statements deltvered pursuant to this clause (1)
are accurate and complete 1n all respects
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o EBITDA Certificanon  The Admimstrative Agent shall have received (1)
a certificate of the chief financial officer of the Borrower, satisfactory to the Administrative
~ Agent, certifyng that (x) the Borrower and its Subsidiartes, on a Consolhdated basis, have
achieved EBITDA equal to at least $9,815,643 for the Fiscal Quarter ending March 31, 2005 and
that EBITDA for the four Fiscal Quarters ending March 31, 2005 equals at least $33,829,892, and
(¥) the ratio of (1) First Lien Covenant Debt outstanding on the Closing Date, after giving effect
to the making of the Term Loans and the application of the proceeds thereof, to (2) an amount
equal to (A) four multiplied by (B) the EBITDA of the Borrower and 1ts Subsidianes for the
three-month period ending May 31, 2005 does not exceed 4.5 to 1.0 and (1) the Projections,
showing EBITDA equal to at least $45,000,000 for the Fiscal Year of 2005.

(9] Regulatory Compliance. The Admimistrative Agent shall have recerved,
at least five Business Days prior to the Closing Date, all documentation and other information
required by regulatory authorities under applicable “know vyour customer” and ant-money
laundenng rules and regulations, including the Patriot Act.

Section 3.2 Determinations of Initial Borrowing Conditions

For purposes of determuning comphance with the conditions specified 1n
Section 3 1 (Conditions Precedent to Imtial Loans), each Lender shall be deemed to have
consented to, approved, accepted or be satisfied with, each document or other matter required
thereunder to be consented to or approved by or acceptable or satisfactory to the Lenders unless
an officer of the Administrative Agent responsible for the transactions contemplated by the Loan
Documents shall have recerved notice from such Lender prior to the imtial Borrowing specifying
its objection thereto and such Lender shall not have made available to the Administrative Agent
such Lender’s Ratable Portion of such Borrowing

ARTICLE IV

REPRESENTATIONS AND WARRANTIES

To induce the Lenders and the Admumistrative Agent to enter into this
Agreement, the Borrower represents and warrants each of the following to the Lenders and the
Administrative Agent, on and as of the Closing Date and after giving effect to the making of the
Term Loans and the other financial accommodations on the Closing Date*

Section 4.1 Corporate Existence; Compliance with Law

The Borrower and each of the Borrower’s Subsidiarnies (a) 1s duly orgamzed,
vahdly existing and in good standing under the laws of the junisdiction of its organization, (b) 1s
duly qualified to do business as a foreign entity and n good standing under the laws of each
Jurisdiction where such qualification 1s necessary, except where the failure to be so quahfied or 1n
good standing would not, 1n the aggregate, have a Matenial Adverse Effect, (c) has all requisite
power and authonty and the legal night to own, pledge, mortgage and operate 1ts properties, to
lease the property 1t operates under lease and to conduct its business as now or currently proposed
to be conducted, (d) 1s 1n comphance with 1ts Constituent Documents, (e) 1s in compliance with
all applicable Requirements of Law except where the failure to be 1n compliance would not, 1n
the aggregate, have a Matenal Adverse Effect and () has all necessary Permuts from or by, has
made all necessary filings with, and has given all necessary notices to, each Governmental
Authonty having junsdiction, to the extent required for such ownership, operation and conduct,
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except for Permuts or filings that can be obtained or made by the taking of ministenial action to
secure the grant or transfer thereof or the failure to obtain or make would not, n the aggregate,
have a Matenial Adverse Effect

Section 4.2 Corporate Power; Authorization; Enforceable Obligations

The execution, dellvery and performance by each Loan Party of the Loan Documents to which 1t
1s a party and the consummation of the transactions contemplated thereby

® are within such Loan Party’s corporate, hrmted hability
company, partnership or other powers,

() have been or, at the time of delivery thereof pursuant to
Arucle IIT (Conditions To Loans) will have been duly authorized by all necessary action,
ncluding the consent of shareholders, partners and members where required;

() do not and will not (A) contravene or violate such Loan Party’s

or any of its Subsidiaries’ respective Constituent Documents, (B) violate any other

. Requirement of Law applicable to such Loan Party (including Regulations T, U and X of

the Federal Reserve Board), or any order or decree of any Governmental Authonty or

arbitrator applicable to such Loan Party, (C) conflict with or result in the breach of, or

constitute a default under, or result in or permut the termination or acceleration of, any

material Contractual Obligation of such Loan Party or any of its Subsidianes or (D) result

in the creation or imposition of any Lien upon any property of such Loan Party or any of

its Subsidianes, other than those in favor of the Secured Parties pursuant to the Collateral
Documents, and

) do not require the consent of, authorization by, approval of,
notice to, or filing or registration with, any Governmental Authonty or any other Person,
other than those listed on Schedule 4 2 (Consents) and that have been or will be, prior to
the Closing Date, obtained or made, copies of which have been or will be delivered to the
Admimistrative Agent pursuant to Section 3 1 (Conditions Precedent to Initial Loans),
and each of which on the Closing Date will be 1n full force and effect and, with respect to
the Collateral, filings required to perfect the Liens created by the Collateral Documents.

(b) This Agreement has been, and each of the other Loan Documents will
have been upon delivery thereof pursuant to the terms of this Agreement, duly executed and
dehvered by each Loan Party party thereto This Agreement 1s, and the other Loan Documents
will be, when delivered hereunder, the legal, valid and binding obligation of each Loan Party
party thereto, enforceable against such Loan Party 1n accordance with 1ts terms.

Section 4.3 Ownership of Borrower; Subsidiaries

(a) As of the Closing Date, the authonzed capital stock of the Borrower
consists of 200,000,000 shares of common stock, $0.01 par value per share, of which 23,697,787
shares are 1ssued and outstanding All of the outstanding capital stock of the Borrower has been
validly 1ssued, 1s fully paid and non-assessable As of the Closing Date, no Stock of the Borrower
1s subject to any option, warrant, right of conversion or purchase or any similar right except as
disclosed 1n the Disclosure Documents As of the Closing Date, there are no agreements or
understandimgs to which the Borrower 1s a party with respect to the voting, sale or transfer of any
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shares of Stock of the Borrower or any agreement restricting the transfer or hypothecation of any
such shares.

(b) Set forth on Schedule 4 3 (Ownerstup of Subsidianes) 1s a complete and
accurate hist showing, as of the Closing Date, all Subsidianies of the Borrower and, as to each
such Subsidiary, the junisdiction of its organization, the number of shares of each class of Stock
authonzed (if applicable), the number outstanding on the Closing Date and the number and
percentage of the outstanding shares of each such class owned (directly or indirectly) by the
Borrower. No Stock or any Subsidiary of the Borrower 1s subject to any outstanding option,
warrant, night of conversion or purchase of any similar right Al of the outstanding Stock of each
Subsidiary of the Borrower owned (directly or mdirectly) by the Borrower has been valdly
1ssued, 1s fully paid and non-assessable (to the extent applicable) and 1s owned by the Borrower
or a Subsidiary of the Borrower, free and clear of all Liens (other than the Lien m favor of the
Secured Parties created pursuant to the Pledge and Secunty Agreement), options, warrants, nghts
of conversion or purchase or any similar nghts. Neither the Borrower nor any such Subsidiary 1s
a party to, or has knowledge of, any agreement restricting the transfer or hypothecation of any
Stock of any such Subsidiary, other than the Loan Documents. Borrower does not own or hold,
drrectly or indirectly, any Stock of any Person other than such Subsidiaries and Investments
permitted by Section 8.3 (Investments).

Section 4.4 Financial Statements

(a) The audited Consohdated balance sheets of the Borrower and its
-Subsidianies and related audited Consolidated statements of income, retained earnings and cash
flows of the Borrower and its Subsidianies delivered to the Administrative Agent pursuant to
Section 3 1(k) (Conditions Precedent to Initial Loans) fairly present the Consolidated financial
condition o the Borrower and 1ts Subsidiaries as at such dates and the Consolidated results of the
operations of the Borrower and sts Subsidianes for the period ended on such dates, as applicable,
all in conformuty with GAAP.

®) Nexther the Borrower nor any of the Borrower’s Subsidianes has any
material obligation, contingent liabihity or liability for taxes, long-term leases or unusual forward
or long-term commutment that 1s not reflected in the Financial Statements referred to n clause (a)
above or 1n the notes thereto and not otherwise permitted by this Agreement.

(©) The Projections have been prepared by the Borrower n hght of the past
operations of 1ts business and are based upon estimates and assumptions stated theremn, all of
which the Borrower believes to be reasonable and fair mn hght of current conditions and current
facts known to the Borrower and, as of the Closing Date, reflect the Borrower’s good faith and
reasonable estimates of the future financial performance of the Borrower and its Subsidianes and
of the other information projected theren for the penods set forth therein

@ The unaudited Consohdated balance sheets of the Borrower and its
Subsidianes and related statements of mcome, stockholders’ equity and cash flows of the
Borrower and 1ts Subsidiaries delivered to the Admunistrative Agent pursuant to Section 3 1(k)
(Conditions Precedent to Imtial Loans) have been prepared and reflect, as of the respective dates
indicated, the Consohdated financial condition of the Borrower and 1ts Subsidianes.
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Section 4.5 Material Adverse Change

Since December 31, 2004, there has been no Matenial Adverse Change and there
have been no events or developments that, 1n the aggregate, have had a Material Adverse Effect

Section 4.6 Solvency

Both before and after giving effect to (a) the extensions of credit under this
Agreement and the First Lien Credit Agreement, 1n each case, to be made on the Closing Date or
such other date as requested hereunder, (b) the disbursement by the Borrower of the proceeds
thereof as contemplated by this Agreement and the First Lien Credit Agreement and (c) the
payment and accrual of all transaction costs 1n connection with the foregoing, each Loan Party 1s
Solvent.

Section 4.7 Litigation

Except as set forth on Schedule 4 7 (Litigation), there are no pending or, to the
knowledge of the Borrower, threatened actions, mvestigations or proceedings affecting the
Borrower or any of 1ts Subsidiaries before any court, Governmental Authonity or arbitrator other
than those that, in the aggregate, would not have a Material Adverse Effect The performance of
any action by any Loan Party required or contemplated by any Loan Document or First Lien Loan
Document 1s not restrained or enjoined (either temporarily, prelimnanly or permanently).

Section 4.8 Taxes

(a) All federal, state, local and foreign income and franchise and other
matenial tax returns, reports and statements (collectively, the “Tax Returns”) required to be filed
by the Borrower or any of its Tax Affiliates have been filed with the appropnate Governmental
Authonties 1n all junsdictions m which such Tax Returns are required to be filed, all such Tax
Returns are true and correct in all matenal respects, and all taxes, charges and other impositions
reflected theremn or otherwise due and payable have been paid prior to the date on which any fine,
penalty, interest, late charge or loss may be added thereto for non-payment thereof except where
contested 1n good faith and by appropriate proceedings 1f adequate reserves therefor have been
established on the books of the Borrower or such Tax Affihate in conformty with GAAP. No
Tax Return 1s under audit or examination by any Governmental Authonty and no notice of such
an audit or examnation or any assertion of any claim for Taxes has been given or made by any
Governmental Authority Proper and accurate amounts have been withheld by the Borrower and
each of 1ts Tax Affilates from their respective employees for all penods 1n full and complete
comphance with the tax, social secunty and unemployment withholding provisions of apphcable
Requirements of Law and such withholdings have been timely paid to the respective
Governmental Authorties.

(b) None of the Borrower or any of 1ts Tax Affiliates has (1) executed or filed
with the IRS or any other Governmental Authonty any agreement or other document extending,
or having the effect of extending, the period for the filing of any Tax Return or the assessment or
collection of any charges, (u) incurred any obhgation under any tax sharing agreement or
arrangement other than those of which the Administrative Agent has received a copy prior to the
date hereof or (1) been a member of an affiliated, combined or umitary group other than the
group of which the Borrower (or 1ts Tax Affiliate) 1s the common parent
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Section 4.9 Full Disclosure

(a) All nformation prepared or fumished by or on behalf of the Borrower
connection with this Agreement or the First Lien Loan Documents or the consummation of the
transactions contemplated hereunder and thereunder taken as a whole, including the information
contained 1n the Confidential Information Memorandum and 1n the Disclosure Documents, does
not contain any untrue statement of a matenal fact or omut to state a matenal fact necessary to
make the statements contained therein or heremn not misleading All facts known to the Borrower
and matenal to an understanding of the financial condition, business, properties or prospects of
the Borrower and 1ts Subsidiaries taken as one enterprise have been disclosed to the Lenders

®) The Borrower has delivered to each Lender a true, complete and correct
copy of each Disclosure Document. The Disclosure Documents comply as to form in all material
respects with all applicable requirements of all applicable state and Federal securities laws.

Section 4.10  Margin Regulations

The Borrower 1s not engaged mn the business of extending credit for the purpose
of purchasing or carrying margin stock (within the meanmg of Regulation U of the Federal
Reserve Board), and no proceeds of any Term Loan will be used to purchase or carry any such
margin stock or to extend credtt to others for the purpose of purchasing or carrying any such
margin stock 1n contravention of Regulation T, U or X of the Federal Reserve Board.

Section 4.11  No Burdensome Restrictions; No Defaults

(a) Nerther the Borrower nor any Subsidiary of the Borrower (1) 1s a party to
any Contractual Obligation the compliance with one or more of which would have, in the
aggregate, a Matenial Adverse Effect or the performance of which by any thereof, either
unconditionally or upon the happening of an event, would result in the creation of a Lien (other
than a Lien permutted under Section 8 2 (Liens, Etc )) on the assets of any thereof or (i) 1s subject
to one or more charter or corporate restrictions that would, 1n the aggregate, have a Matenal
Adverse Effect. .

) Nerther the Borrower nor any Subsidiary of the Borrower 1s 1n default
under or with respect to any Contractual Oblhigation owed by 1t and, to the knowledge of the
Borrower, no other party 1s in default under or with respect to any Contractual Obligation owed to
any Loan Party a to any Subsidiary of any Loan Party, other than, mn either case, those defaults
that, 1n the aggregate, would not have a Matenial Adverse Effect.

(©) No Default or Event of Default has occurred and 1s continuing,

(d) To the best knowledge of the Borrower, there are no Requirements of
Law applicable to any Loan Party or any Subsidiary of any Loan Party the compliance with
which by such Loan Party or such Subsidiary, as the case may be, would, 1n the aggregate, have a
Matenal Adverse Effect

(e) Except as set forth on Schedule 4 11 (Build -Out Obligations), neither the
Borrower nor any Subsidiary of the Borrower has any outstanding Contractual Obhgation to
make capital expenditures (as defined in accordance with GAAP) 1 excess of $2,000,000 1n
aggregate at any tume
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Section 4.12  Investment Company Act; Public Utility Holding Company Act

None of the Borrower or any Subsidiary of the Borrower 1s (a) an “investment
company” or an “affilated person” of, or “promoter” or “principal underwriter” for, an
“investment company,” as such terms are defined in the Investment Company Act of 1940, as
amended or (b) a “holding company” or an “affilhate” of a “holding company” or a “subsidiary
company” of a “holding company,” as each such term 1s defined and used mn the Public Utility
"Holding Company Act of 1935, as amended.

. Section 4.13  Use of Proceeds

The proceeds of the Term Loan are being used by the Borrower (and, to the
extent distributed to them by the Borrower, each other Loan Party) solely (a) together with the
proceeds of the First Lien Term Facility and the New Preferred Stock, to refinance all Existing
Indebtedness and related transaction costs, fees and expenses and for the payment of transaction
costs, fees and expenses mcurred 1n connection with this Agreement and the transactions
contemplated hereby and (b) to provide for working capital and for general corporate purposes.

Section 4.14  Insurance

All policies of msurance of any kind or nature of the Borrower or any of its
Subsidiaries, including policies of life, fire, theft, product hability, public lhabilty, property
damage, other casualty, employee fidelity, workers’ compensation and employee health and
welfare nsurance, are m full force and effect and are of a nature and provide such coverage as 1s
sufficient and as 1s customarily carried by businesses of the size and character of such Person.
None of the Borrower or any of 1ts Subsidianies has been refused msurance for any material
coverage for which 1t had applied or had any policy of insurance termunated (other than at 1ts
request).

Section 4.15  Labor Matters

(a) There are no strikes, work stoppages, slowdowns or lockouts pending or
threatened against or involving the Borrower or any of 1ts Subsidiaries, other than those that, n
the aggregate, would not have a Material Adverse Effect.

®) There are no unfair labor practices, gnievances, complaints or arbitrations
pending, or, to the Borrower’s knowledge, threatened, against or mvolving the Borrower or any
of 1ts Subsidianes, nor are there any arbitrations or grievances threatened involving the Borrower
or any of its Subsidiaries, other than those that, in the aggregate, would not have a Matenal
Adverse Effect

(©) Except as set forth on Schedule 4 15, (Labor Matters), as of the Closing
Date, there 1s no collective bargaiming agreement covenng any employee of the Borrower or its
Subsidiaries. :

(d) Schedule 4 15 (Labor Matters) sets forth, as of the date hereof, all
matenial consulting agreements, executive employment agreements, executive compensation
plans, deferred compensation agreements, employee stock purchase and stock option plans and
severance plans of the Borrower and any of 1ts Subsidiaries

NY2\1541323U 7 1@J 17! DOCW2165 0125 58



2™ LIEN CREDIT AGREEMENT
KNOLOGY, INC.

Section 4.16  ERISA

(a) Schedule 4 16 (List of Plans) separately 1dentifies as of the date hereof
all Title IV Plans, all Multiemployer Plans and all of the employee benefit plans withmn the
meamng of Section 3(3) of ERISA to which the Borrower or any of its Subsidiaries has any
obligation or habuility, contingent or otherwise.

(b) Each employee benefit plan of the Borrower or any of the Borrower’s
Subsidiaries intended to qualify under Section 401 of the Code does so qualify, and any trust
created thereunder 1s exempt from tax under the provisions of Section 501 of the Code, except
where such failures, i the aggregate, would not have a Matenial Adverse Effect.

(c) Each Title IV Plan 1s in comphance in all matenal respects with
applicable provisions of ERISA, the Code and other Requirements of Law except for non-
compliances that, 1n the aggregate, would not have a Matenial Adverse Effect.

(d) There has been no, nor 1s there reasonably expected to occur, any ERISA
Event other than those that, 1n the aggregate, would not have a Matenal Adverse Effect.

(e) Except to the extent set forth on Schedule 4.16 (List of Plans), none of
the Borrower nor any of the Borrower’s Subsidiaries or any ERISA Affiliate would have any
Withdrawal Liabihty as a result of a complete withdrawal as of the date hereof from any
Multiemployer Plan

Section 4.17  Environmental Matters

(a) The operations of the Borrower and each of its Subsidiaries have been
and are in compliance with all Environmental Laws, including obtaining and complying with all
required environmental, health and safety Permuts, other than non-compliances that, in the
aggregate, would not have a reasonable likelthood of the Borrower and 1ts Subsidianes mcurring
Environmental Liabilities and Costs after the date hereof which would exceed $1,000,000.

) None of the Borrower or any of 1ts Subsidianes or any Real Property
currently or, to the knowledge of the Borrower, previously owned, operated or leased by or for
the Borrower or any of.its Subsidianes 1s subject to any pending or, to the knowledge of the
Borrower, threatened, claim, order, agreement, notice of violation, notice of potential hability or
1s the subject of any pending or threatened proceeding or governmental mvestigation under or
pursuant to Environmental Laws other than those that, in the aggregate, are not reasonably likely
to result i the Borrower and its Subsidianies incurning Environmental Liabilities and Costs which
would exceed $1,000,000.

(c) Except as disclosed on Schedule 4 17 (Environmental Matters), none of
the Borrower or any of its Subsidianies 1s a treatment, storage or disposal facility requinng a
Permit under the Resource Conservation and Recovery Act, 42 U S.C. § 6901 et seq., the
regulations thereunder or any state analog

(d There are no facts, circumstances or conditions arising out of or relating
to the operations or ownership of the Borrower or of Real Property owned, operated or leased by
the Borrower or any of its Subsidiaries that are not specifically included in the financial
mformation furnished to the Lenders other than those that, in the aggregate, would not have a
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reasonable likelihood of the Borrower and its Subsidianes mcurring Environmental Liabilities
and Costs 1n excess of $1,000,000

(e) As of the date hereof, no Environmental Lien has attached to any
property of the Borrower or any of its Subsidianes and, to the knowledge of the Borrower, no
facts, circumstances or conditions exist that could reasonably be expected to result i any such
Lien attaching to any such property

® The Borrower and each of 1ts Subsidianes has provided the Lenders with
copxés of all environmental, health or safety audits, studies, assessments, inspections,
mvestigations or other environmental health and safety reports relating to the operations of the
Borrower or any of its Subsidianies or any Real Property of any of them that are 1n the possession,
custody or control of the Borrower or any of its Subsidiaries.

Section 4.18  Intellectual Property

The Borrower and 1ts Subsidianies own or license or otherwise have the nght to
use all licenses, permits, patents, patent applications, trademarks, trademark applications, service
marks, trade names, copynights, copyright applications, Internet domain names, franchises,
authonizations and other intellectual property nights (including all Intellectual Property as defined
1n the Pledge and Secunity Agreement) that are necessary for the operations of their respective
businesses, without infringement upon or conflict with the nghts of any other Person with respect
thereto, including all trade names associated with any private label brands of the Borrower or any
of 1ts Subsidiaries, except those that would not have a Matenal Adverse Effect To the
Borrower’s knowledge, no hcense, permit, patent, patent application, trademark, trademark
application, service mark, trade name, copyrght, copynght application, Internet domain name,
franchise, authonization, other mtellectual property nght (including all “Intellectual Property” as
defined mn the Pledge and Secunity Agreement), slogan or other advertising device, product,
process, method, substance, part or component, or other material now employed, or now
contemplated to be employed, by the Borrower or any of 1ts Subsidiaries nfringes upon or
conflicts with any nghts owned by any other Person, and no claim or Iitigation regarding any of
the foregomng 1s pending or threatened

Section 4.19  Title; Real Property

(a) Each of the Borrower and 1ts Subsidianes has good and marketable title
to, or valid leasehold interests 1n, all Real Property and good title to all personal property, in each
case that 15 purported to be owned or leased by 1t, including those reflected on the most recent
Financial Statements delivered by the Borrower, and none of such properties and assets 1s subje ct
to any Lien, except Liens permitted under Section 8 2 (Liens, Etc) The Borrower and its
Subsidianes have received all deeds, assignments, waivers, consents, non-disturbance and
recognition or simlar agreements, bills of sale and other documents 1n respect of, and have duly
effected all recordings, filings and other actions necessary to establish, protect and perfect, the
Borrower’s and 1ts Subsidianes’ nght, title and interest m and to all such property

(b) Set forth on Schedule 4 19 (Real Property) 1s a complete and accurate hst
of all Real Property of each Loan Party and showing, as of the Closing Date, the current street

address (including, where applicable, county, state and other relevant junsdictions), record owner
and, where applicable, lessee thereof
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(c) As of the Closing Date, o Loan Party nor any-of 1ts Subsidianies owns
or holds, or 1s obhgated under or a party to, any lease, option, nght of first refusal or other
contractual nght to purchase, acquire, sell, assign, dispose of or lease any Real Property of such
Loan Party or any of its Subsidiaries

(d) As of the Closing Date, m portion of any Real Property of any Loan
Party or any of its Subsidianies has suffered any matenal damage by fire or other casualty loss
that has not heretofore been completely repaired and restored to its ongmnal condition. Except as
disclosed to the Admimstrative Agent, no portion of any Real Property of any Loan Party or any
of 1ts Subsidiaries 15 located 1 a special flood hazard area as designated by any federal
Governmental Authonty.

(e) All Permuts required to have been 1ssued or appropriate to enable all Real
Property of the Borrower or any of its Subsidianes to be lawfully occupied and used for all of the
purposes for which they are currently occupied and used have been lawfully 1ssued and are 1n full
force and effect, other than those that, in the aggregate, would not have a Material Adverse
Effect

® None of the Borrower or any of 1ts Subsidianes has received any notice,
or has any knowledge, of any pending, threatened or contemplated condemnation proceeding
affecting any Real Property of the Borrower or any of its Subsidiaries or any part thereof, except
those that, 1n the aggregate, would not have a Matenal Adverse Effect

Section 4.20  Interactive Broadband Networks and Communications Law

() Interactive Broadband Networks. Schedule 4 20(a) hereto sets forth,' as
of the Closing Date, a true and complete hist of each Interactive Broadband Network owned or
operated by any Loan Party 1dentified by the junisdiction served by such Interactive Broadband
Network.

(b) CATV Franchises Schedule 4 20(b) hereto sets forth, as of the Closing
Date, a true and complete list of the CATV Franchises (and expiration dates thereof) of each
Loan Party and the junisdiction served thereby.

© Local Authorizations. Schedule 4 20(c) hereto sets forth, as of the
Closing Date, a true and complete list of all Communications Licenses and other PUC
Authonzations (and the expiration dates thereof) of each Loan Party pertaiming to the provision of
local telecommumcations services and high-speed temet access and, 1If applicable, the
Junsdiction served thereby

(d) Long Distance Authorizations. Schedule 4 20(d) hereto sets forth, as of
the Closing Date, a true and complete hst of all Commumcations Licenses and other PUC
Authonizations (and the expiration dates thereof) of each Loan Party pertaining to the provision of
long distance telecommunications services and high-speed nternet access and, 1f applicable, the
Junisdiction served thereby.

(e) Other Authorizations  Schedule 4 20(e) hereto sets forth, as of the
Closing Date, a true and complete list of all Communications Licenses and other PUC
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Authonzations (and the expiration dates thereof) not hsted on any other Schedule hereto of any
Loan Party, and, 1f applicable, the junsdiction served thereby.

® Network Agreements Schedule 4 20(f) hereto sets forth, as of the Closing
Date, a true and complete hist of the Network Agreements of each Loan Party which constitute
matenal Contractual Obligations, each of which 1s m full force and effect and neither any Loan
Party nor, to the best knowledge of any Loan Party, any of the other parties thereto, 1s 1n default
of any of the provisions thereof in any matenal respect

(8 Communications Law No Loan Party 1s in wolation of any duty or
obligation required by any Communications Law, the Cable Act or any other Requirement of
Law pertaining to or regulating the operation of any Interactive Broadband Network or the
provision of Broadband Services, except where such violation could not reasonably be expected
to result 1n a Matenial Adverse Effect '

h) Broadband Approvals. Except as set forth on Schedule 7 12, each Loan
Party possess approvals from each Governmental Authonty necessary (1) to enter mto and
perform the respective obligations of each Loan Party under each Loan Document to which it 1s a
party (including the granting of guarantees and security interests thereunder) and (11) to own and
operate any Interactive Broadband Network or any other long distance telecommunications
systems presently operated by such Loan Party or otherwise for the operations of their businesses
and are not 1n violation thereof, except (in the case of clause (1) only) where the failure to so
possess could not reasonably be expected to have a Matenal Adverse Effect. All matenal
approvals from each Governmental Authonity are n full force and effect and no event has
occurred that permits, or after notice or lapse of time could permut, the revocation, termination or
maternial and adverse modification of any such approval

Qo Communications Licenses  There 1s not pending or, to the best
knowledge of any Loan Party, threatened, any action by the FCC or any other Governmental
Authonty to revoke, cancel, suspend or refuse to renew any Communications License, CATV
Franchise or PUC Authonzation held by any Loan Party or any of its Subsidiaries There 1s not
pending or, to the best knowledge of any Loan Party, threatened, any action by the FCC or any
other Governmental Authority to modify adversely, revoke, cancel, suspend or refuse to renew
any other approvals from any Governmental Authonty To the knowledge of the Loan Parties, no
event has occurred and 1s continuing which could reasonably be expected to (1) result in the
imposition of a material forferture or the revocation, termunation or adverse modification of any
such Communications License or PUC Authorization or (1) matenally and adversely affect any
rights of any Loan Party thereunder. Each Loan Party has no reason to beheve and has no
knowledge that any of its Communications Licenses or PUC Authonzations will fail to be
renewed 1n the ordinary course.

(G)  Rate Regulation Except as set forth on Schedule 4 20(j), as of the
Closing Date, no franchising authonty has notified any Loan Party of 1ts application to be
certified to regulate rates as provided in Section 76 910 of the FCC rules implementing the rate
regulation provisions of the Cable Act and no Governmental Authonty that has i1ssued a CATV
Franchise to any Loan Party has notified any Loan Party that 1t has been certified and has adopted
regulations required to commence regulation as provided in Section 76 910(c)(2) of such rate
regulation rules
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(k) © Proceedings  There 1s not i1ssued or outstanding or, to the best
knowledge of any Loan Party, threatened, any notice of any heanng, violation or complaint
aganst any Loan Party with respect to the provision of Broadband Services by any Loan Party or
with respect to the operation of any portion of any Interactive Broadband Network, except for any
such hearing, violation or complaint which could not reasonably be expected to have a Matenal
Adverse Effect and, as of the Closing Date, no Loan Party has any knowledge that any Person
intends to contest renewal of any Communication License, PUC Authonization, CATV Franchise
or other approval from any Governmental Authority or Pole Agreement.

)] Copyrights. All notices, statements of account, supplements and other
documents required under Section 111 of the Copynight Act of 1976 and under the rules of the
Copynght Office with respect to the carnage of off-air signals by the Interactive Broadband
Networks have been duly filed, and the proper amount of copynght fees have been paid on a
timely basis, and each such Interactive Broadband Network qualifies for the compulsory license
under Section 111 of the Copynight Act of 1976, except where failure to so file, pay or qualify
could not reasonably be expected to result in a Material Adverse Effect.

(m) Off-air Signals  The cammage of all off-air signals by the Interactive
Broadband Networks 1s permutted by vahid retransmission consent agreements or by must-carry
elections by broadcasters, or 1s otherwise permutted under Requirement of Law.

(n) Condition of Systems All of the matenal properties, equipment and
systems of each Loan Party, including the Interactive Broadband Networks, are, and all those to
be added in connection with any contemplated system expansion or construction will be, n good
repair and condition, ordinary wear and tear excepted, and 1in working order and condition which
1s mn accordance with apphcable mdustry standards, and are and will be 1in compliance with all
standards or rules imposed by any Governmental Authonty, except where fatture to be 1n such
condition or to so comply could not reasonably be expected to result in a Matenal Adverse Effect

(0) Fees Each Loan Party has paid all franchise, hcense or other fees and
charges matenial to the CATV Franchises, Communications Licenses, PUC Authonzations, any
Interactive Broadband Network and other matters respecting the operation of 1ts business which
have become due pursuant to any approval from any Governmental Authority or other permut m
respect of 1ts business, except where the failure to so pay could not reasonably be expected to
result in a Matenal Adverse Effect.

Section 4.21  Prohibited Persons; Trade Restrictions

No Loan Party nor any of their respective Affiliates 1s a Prohibited Person None
of the funds or other assets of any Loan Party constitute property of, or are beneficially owned,
directly or indirectly, by any person, entity or government subject to trade restrictions under U.S.
law, including the International Emergency Economic Powers Act, The Trading with the Enemy
Act, and any Executive Orders or regulations promulgated thereunder with the result that any
transaction contemplated by this Agreement (whether directly or indirectly), 1s prohibited by law
or the Term Loans or any extensions of credit hereunder are 1n violation of law None of the
funds of any Loan Party have been derived from any unlawful activity with the result that any
transaction contemplated by this Agreement (whether directly or indirectly), 1s prohibited by law
or the Term Loans or any extensions of credit hereunder are i violation of law
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ARTICLE V

FINANCIAL COVENANTS

The Borrower agrees with the Lenders and the Admimstrative Agent to each of
the following as long as any Obligation remains outstanding and, in each case, unless the
Requisite Lenders otherwise consent in writing:

Section 5.1 Maximum Leverage Ratio

The Borrower shall maintain, on each day of each Fiscal Quarter set forth below,
a Leverage Ratio of not more than the maximum ratio set forth bebw opposite such Fiscal
Quarter

FISCAL QUARTER MAXIMUM
ENDING LEVERAGE RATIO
June 30, 2005 725t01
September 30, 2005 - 725t01
December 31, 2005 ‘ 725t01
March 31, 2006 725t01
June 30, 2006 ] 725to01
September 30, 2006 725101
December 31, 2006 725t01
March 31, 2007 725t01
June 30,2007 710to ]
September 30, 2007 700101
December 31, 2007 685t0 1
March 31, 2008 670to 1
June 30, 2008 635t01
September 30, 2008 . 625t01 -
December 31, 2008 620to 1
March 31, 2009 615to1
June 30, 2009 615t01
September 30, 2009 615t01
December 31, 2009 610to 1
March 31,2010 610to1
June 30, 2010 610to 1
September 30, 2010 610to 1
December 31, 2010 610to 1
March 31, 2011 610to !
Section 5.2 Minimum Interest Coverage Ratio

The Borrower shall maintain an Interest Coverage Ratio, as determined as of the
last day of each Fiscal Quarter set forth below, for the four Fiscal Quarters ending on such day, of
at least the minimum ratio set forth below opposite such Fiscal Quarter
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MINIMUM
FISCAL QUARTER INTEREST
ENDING COVERAGE RATIO
June 30, 2005 110to 1l
September 30, 2005 110to 1l
December 31, 2005 110to1
March 31, 2006 110to 1
June 30, 2006 110to 1l
September 30, 2006 110to}
December 31, 2006 110to 1
March 31, 2007 110to1
June 30, 2007 110to01
September 30, 2007 110to 1
December 31, 2007 115101
March 31, 2008 115t01
June 30, 2008 120to 1
September 30, 2008 120tol
December 31, 2008 125t01
March 31, 2009 125t01
June 30, 2009 135t0 !
September 30, 2009 135to]
December 31, 2009 145to0 1
March 31, 2010 145to0 1
June 30, 2010 145101
September 30, 2010 145to 1
December 31, 2010 145to 1
March 31, 2011 145to1

Section 5.3 Capital Expenditures

The Borrower, together with its Subsidianes, shall not make or wmcur, or permut to
be made or incurred, Capital Expenditures during each of the Fiscal Years set forth below to be,
1n the aggregate, m excess of the maximum amount set forth below for such Fiscal Year:

MAXIMUM CAPITAL

EXPENDITURES

FISCAL YEAR ENDING (IN MILLIONS)
December 31, 2005 $36 0
December 31, 2006 $250
December 31, 2007 $250
December 31, 2008 $250
December 31, 2009 $250
December 31, 2010 $250

Notwithstanding the foregoing, (1) up to 100% of the amount of Capital Expenditures permutted
above for any Fiscal Year, if not expended in the Fiscal Year for which it 1s permitted, may be
carried over for expenditure in the next succeeding Fiscal Year and (u) Capital Expenditures
made 1n any Fiscal Year shall be deemed to be made, first, in respect of the amounts permutted for
such Fiscal Year as provided above and, second, 1 respect of amounts carried over from the prior
Fiscal Year pursuant to clause (1) above, (11) the maximum amount of Capital Expenditures for

NY2\IS41320\ 7\ 1@J 17 DOCM2165 0125 65



2" LIEN CREDIT AGREEMENT
KNOLOGY, INC

each Fiscal Year following the Fiscal Year ending December 31, 2005 may be increased by an
additional amount not exceeding $3,000,000 to the extent such Capital Expenditures consist of
expenditures by the Borrower and its Subsidianes for the construction, operation and
mamtenance of communications networks to serve in residential buildings, multiple dwelling
units, commercial buildings or other developments, and (1v) Capital Expenditures shall not
include any items contained 1n clauses (a), (b) or (c) of the defimtion thereof.

ARTICLE VI
REPORTING COVENANTS

The Borrower agrees with the Lenders and the Admunistrative Agent to each of
the following, as long as any Obligation remains outstanding and, in each case, unless the
Requisite Lenders otherwise consent in wrnting.

Section 6.1 Financial Statements

The Borrower shall furmish to the Administrative Agent (who will make such
information available to each of the Lenders) each of the following:

, (a) Monthly Reports Not later than 30 days after the end of each fiscal
month 1 each Fiscal Year, financial information regarding the Borrower and 1ts Subsidiaries
consisting of (1) Consolidated unaudited balance sheets as of the close of such month and the
related statements of income and cash flow for such month and that portion of the current Fiscal
Year ending as of the close of such month, setting forth 1n comparative form the figures for the
corresponding peniod 1n the prnior year and the figures contained in the Projections or, 1f
applicable, the latest business plan provided pursuant to clause (f) below for the current Fiscal
Year and (i) calculation showing the aggregate amount of EBITDA for such Fiscal Month and
number of access line accounts for the subsidianes of the Borrowers that are independent local
exchange carriers, 1n each case certified by a Responsible Officer of the Borrower as fairly
presenting the Consolidated financial position of the Borrower and its Subsidiaries as at the dates
indicated and the results of their operations and cash flow for the periods indicated 1n accordance
with GAAP (subject to the absence of footnote disclosure and normal year-end audit
adjustments)

®) Quarterly Reports Not later than 45 days after the end of each of the

first three Fiscal Quarters of each Fiscal Year (or such earher date on which the Borrower 1s
required to file a Form 10-Q under the Exchange Act), financial information regarding the
Borrower and 1ts Subsidianes consisting of Consolhidated unaudited balance sheets as of the close
of such quarter and the related statements of mcome and cash flow for such quarter and that
portion of the Fiscal Year ending as of the close of such quarter, setting forth in comparative form
the figures for the corresponding period n the prior year and the figures contained n the
Projections or, if applicable, the latest business plan provided pursuant to clause (f) below for the
current Fiscal Year, n each case certified by a Responsible Officer of the Borrower as fairly
presenting the Consolidated financial position of the Borrower and 1ts Subsidianies as at the dates
- indicated and the results of their operations and cash flow for the periods indicated 1n accordance
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with GAAP (subject to the absence of footnote disclosure and normal year-end audit
adjustments)

© Annual Reports Not later than 90 days after the end of each Fiscal Year
(or such earlier date on which the Borrower 1s required to file a Form 10-K under the Exchange
Act), financial information regarding the Borrower and 1ts Subsidiaries consisting of
Consolidated and consolidating balance sheets of the Borrower and 1ts Subsidiaries as of the end
of such year and related statements of income and cash flows of the Borrower and 1ts Subsidiaries
for such Fiscal Year, all prepared in conformity with GAAP and certified, in the case of such
Consolidated Financial Statements, without qualification as to the scope of the audit or as to the
Borrower being a going concern by the Borrower’s Accountants, together with the report of such
accounting firm stating that (1) such Financial Statements fairly present the Consolidated financial
position of the Borrower and its Subsidiaries as at the dates indicated and the results of their
operations and cash flow for the penods mndicated in conforrmty with GAAP applied on a basis
consistent with prior years (except for changes with which the Borrower’s Accountants shall
concur and that shall have been disclosed 1n the notes to the Financial Statements) and (11) the
exarmnation by the Borrower’s Accountants i connection with such Consolidated Financial
Statements has been made n accordance with generally accepted auditing standards, and
accompanied by a certificate stating that in the course of the regular audit of the business of the
Borrower and 1ts Subsidiaries such accounting firm has obtained no knowledge that a Default or
Event of Default n respect of the financial covenants contamed mn Article V (Financial
Covenants) has occurred and 1s continuing, or, 1f in the opmion of such accounting firm, a Default
or Event of Default has occurred and 1s continuing 1n respect of such financial covenants, a
statemnent as to the nature thereof

(d) Compliance Certificate  Together with each delivery of any Financial
Statement pursuant to clause (b) or (c) above, a certificate of a Responsible Officer of the
Borrower (each, a “Comphance Certificate™) (1) demonstrating comphance with each of the
financial covenants contaned m Arnicle (V) (Financial Covenants) that 1s tested on a quarterly
basis and (1) stating that no Default or Event of Default has occurred and 1s continuing or, if a
Default or an Event of Default has occurred and 1s continuing, stating the nature thereof and the
action that the Borrower proposes to take with respect thereto.

© Corporate Chart and Other Collateral Updates. Together with each
delivery of any Financial Statement pursuant to clause (b) or (c) above, (1) a certificate of a
Responsible Officer of the Borrower certifying that the Corporate Chart attached thereto (or the
last Corporate Chart delivered pursuant to this clause (€) 1s true, correct, complete and current as
of the date of such Fmancial Statement and (1) a certificate of a Responsible Officer of the
Borrower 1n form and substance satisfactory to the Admnistrative Agent that all certificates,
statements, updates and other documents (including updated schedules) required to be dehvered
pursuant to the Pledge and Secunty Agreement by any Loan Party 1n the preceding Fiscal Quarter
have been delivered thereunder (or such delivery requirement was otherwise duly warved or
extended) The reporting requirements set forth in this clause (e) are in addition to, and are not
intended to and shall not replace or otherwise modify, any obligation of any Loan Party under any
Loan Document (including other notice or reporting requirements) Comphance with the
reporting obligations 1 this clause (e) shall only provide notice to the Administrative Agent and
shall not, by itself, modify any obligation of any Loan Party under any Loan Document, update
any Schedule to this Agreement or any schedule to any other Loan Document or cure, or
otherwise modify i any way, any failure to comply with any covenant, or any breach of any
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representation or warranty, contamned m any Loan Document or any other Default or Event of
Default

@ Business Plan Not later than 30 days after the end of each Fiscal Year,
and contamning substantially the types of financial information contained 1n the Projections, (1) the
annual business plan of the Borrower and 1its Subsidiaries for the next succeeding Fiscal Year
approved by the board of directors of the Borrower, (11) forecasts prepared by management of the
Borrower for each fiscal month 1n the next succeeding Fiscal Year and (1n) forecasts prepared by
management of the Borrower for each of the succeeding Fiscal Years through the Fiscal Year
ending December 31, 2010, including, 1n each instance descnibed in clauses (1i) and (111) above,
(x) a projected Fiscal Quarter-end and Fiscal Year-end Consolidated balance sheet and income
statement and statement of cash flows and (y) a statement of all of the matenal assumptions on
which such forecasts are based.

® Management Letters, Etc  Within five Business Days after receipt
thereof by any Loan Party, copies of each management letter, exception report or sumilar letter or
report recerved by such Loan Party from 1ts independent certified public accountants (including
the Borrower’s Accountants).

t) Intercompany Loan Balances. Together with each delivery of any
Financial Statement pursuant to clause (a) above, a summary of the outstanding balance of all
itercompany Indebtedness as of the last day of the fiscal month covered by such Fmancial
Statement, certified by a Responsible Officer of the Borrower

Section 6.2 Default Notices

As soon as practicable, and i any event within five Business Days after a
Responsible Officer of any Loan Party has actual knowledge of the existence of any Default,
Event of Default or other event having had a Matenal Adverse Effect or having any reasonable
likehihood of causing or resulting 1n a Material Adverse Change, the Borrower shall give the
Admimistrative Agent notice specifying the nature of such Default or Event of Default or other
event, including the anticipated effect thereof, which notice, 1f given by telephone, shall be,
promptly confirmed in wnting on the next Business Day.

Section 6.3 Litigation and Regulatory Matters
The Borrower shall provide the Administrative Agent.

(a) promptly after the commencement thereof, wntten notice of the
commencement of all actions, suits and proceedings before any domestic or foreign
Governmental Authonty or arbitrator affecting the Borrower or any Subsidiary of the Borrower
that (1) seeks injunctive or simular rehief or (1) in the reasonable judgment of the Borrower or such
Subsidiary expose the Borrower or such Subsidiary to hability in an amount aggregating
$1,000,000 or more or that, if adversely determuned, would have a Matenal Adverse Effect, and

®) promptly, and 1n any event within 10 days, after filing, receipt or
becomuing aware thereof, copies of any filings or communications sent to and notices or other -
communications received by any Borrower or any of its Subsidianies from any Governmental
Authonty, ncluding the Secunities and Exchange Commussion, the FCC, any PUC, or any other
state utility commussion, relating to (1) any material non-compliance by any Borrower or any of
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its Subsidiaries with any Bws or regulations or with respect to any matter or proceeding the effect
of which, if adversely determined, would have a Material Adverse Effect or (11) any violation by
any Borrower or any of its Subsidiaries of any Communication License, CATV Franchise, PUC
Authonzation or simular license, franchise or authorization

Section 6.4 Asset Sales

Prior to any Asset Sale, the Borrower shall send the Admumstrative Agent a
notice (a) descnibing such Asset Sale or the nature and matenal terms and conditions of such
transaction and (b) stating the estimated Net Cash Proceeds anticipated to be received by the
Borrower or any of 1ts Subsidianies.

Section 6.5 Notices under First Lien Loan Documents

Promptly after the sending or filing thereof, the Borrower shall send the
Admunistrative Agent copies of all material notices, certificates or reports delivered pursuant to,
or 1n connection with, any First Lien Loan Document.

Section 6.6 SEC Filings; Press Releases

Promptly after the sending or filing thereof, the Borrower shall send the
Admunistrative Agent copies of (a) all reports that Borrower sends to its security holders
generally, (b) all reports and registration statements that Borrower or any of 1its Subsidianes files
with the Secunities and Exchange Commussion or any national or foreign securties exchange or
the National Associaton of Securities Dealers, Inc., (c) all press releases and (d) all other
statements concerning matenal changes or developments in the business of such Loan Party made
available by any Loan Party to the public or any other creditor.

Section 6.7 Labor Relations

Promptly after becomung aware of the same, the Borrower shall give the
Admunistrative Agent wrtten notice of (a) any matenal labor dispute to which the Borrower or
any of 1ts Subsidianes 1s or may become a party, mcluding any strikes, lockouts or other disputes
relating to any of such Person’s plants and other facilities, and (b) any Worker Adjustment and
Retraining Notification Act or related hability incurred with respect to the closing of any plant or
other facility of any such Person.

Section 6.8 Tax Returns

Upon the request of any Lender, through the Administrative Agent, the Borrower
shall provide copies of all federal, state, local tax returns and reports filed by the Borrower or any
Subsidiary of the Borrower 1n respect of taxes measured by income (excluding sales, use and hke
taxes)

Section 6.9 Insurance

As soon as 1s practicable and in any event within 90 days after the end of each
Fiscal Year, the Borrower shall furnish the Administrative Agent with (a) a report 1n form and
substance reasonably satisfactory to the Admimistrative Agent and the Lenders outlining all
material nsurance coverage mantained as of the date of such report by the Borrower or any
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Subsidiary of the Borrower and the duration of such coverage and (b) an insurance broker’s
statement that all premuums then due and payable with respect to such coverage have been paid
and confirming, with respect to any insurance maintained by the Borrower or any Loan Party, that
the Admimstrative Agent has been named as loss payee or additional nsured, as applicable °

Section 6.10 ERISA Matters

The Borrower shall furmish the Administrative Agent (with sufficient copies for
each of the Lenders) each of the following:

(a) promptly and n any event within 30 days after the Borrower, any
Subsidiary of the Borrower or any ERISA Affiliate knows or has reason to know that any ERISA
Event has occurred, written notice descnibing such event;

) promptly and m any event within 10 days after the Borrower, any
Subsidiary of the Borrower or any ERISA Affiliate knows or has reason to know that a request
for a mmimum funding warver under Section 412 of the Code has been filed with respect to any
Title IV Plan or Multiemployer Plan, a wntten statement of a Responsible Officer of the
Borrower describing such ERISA Event or waiver request and the action, 1f any, the Borrower, 1ts
Subsidiaries and ERISA Affiliates propose to take with respect thereto and a copy of any notice
filed with the PBGC or the IRS pertaining thereto; and

(©) simultaneously with the date that the Borrower, any Subsidiary of the
Borrower or any ERISA Affiliate files a notice of intent to termunate any Title IV Plan, 1f such
termination would.require matenal additional contributions mn order to be considered a standard
terrmination within the meaning of Section 4041(b) of ERISA, a copy of each notice.

Section 6.11 Environmental Matters

The Borrower shall provide the Administrative Agent promptly and in any event
within 10 days after the Borrower or any Subsidiary of the Borrower learming of any of the
following, written notice of each of the following.

(a) that any Loan Party 1s or may be hable to any Person as a result of a
Release or threatened Release that could reasonably be expected to subject such Loan Party to
-Environmental Liabilities and Costs m excess of $1,000,000,

(b) the receipt by any Loan Party of notification that any Real Property or
personal property of such Loan Party 1s or 1s reasonably likely to be subject to any Environmental
Lien;

©) the receipt by any Loan Party of any notice of violation of or potential
liability under, or knowledge by such Loan Party that there exists a condition that could
reasonably be expected to result 1n a violation of or hability under, any Environmental Law,
except for violations and liabilities the consequence of which, 1n the aggregate, would not be
reasonably likely to subject the Loan Parties collectively to Environmental Liabihities and Costs
n excess of $1,000,000, '

(d) the commencement of any judicial or admimistrative proceeding or
mvestigation alleging a violation of or hability under any Environmental Law, that, in the
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aggregate, 1f adversely determined, would have a reasonable likelihood of subjecting the Loan
Parties collectively to Environmental Liabilities and Costs 1n excess of $1,000,0Q_O;

(&) any proposed acquisition of stock, assets or real estate, any proposed
leasing of property or any other action by any Loan Party or any of its Subsidianes other than
those the consequences of which, 1n the aggregate, have reasonable likelihood of subjecting the
Loan Parties collectrvely to Environmental Liabihties and Costs in excess of $1,000,000;

® any proposed action by any Loan Party or any of its Subsidiaries or any
proposed change in Environmental Laws that, in the aggregate, have a reasonable likelthood of
requining the Loan Parties to obtain additional environmental, health or safety Permuts or make
additional capital improvements to obtamn compliance with Environmental Laws that, in the
aggregate, would have cost $1,000,000 or more or that shall subject the Loan Parties to additional
Environmental Liabilities and Costs 1n excess of $1,000,000; and

(2) upon written request by any Lender through the Administrative Agent, a
report providing an update of the status of any environmental, health or safety comphance, hazard
or hability 1ssue 1dentified 1n any notice or report delivered pursuant to this Agreement.

Section 6.12  Customer Contracts

Promptly after any Loan Party becomuing aware of the same, the Borrower shall
give the Adrministrative Agent written notice of any cancellation, termmation or loss of any
material Contractual Obhigation or other customer arrangement.

Sectiorg 6.13  New Markets

In advance of (a) the entrance into any new market by the Borrower or any of its
Subsidiaries, (b) any matenal change of prospective markets by the Borrower or any of its
Subsidiaries or (c) any deferral of any market, the Borrower shall deliver to the Admimnistrative
Agent a revised business plan, 1n form and substance reasonably satisfactory to the
Admunistrative Agent, to include such new market, change 1n prospective market or deferral of
any market, as applicable.

Section 6.14  Other Information

The Borrower shall provide the Administrative Agent or any Lender with such
other information respecting the business, properties, condition, financial or otherwise, or
operations of the Borrower or any Subsidiary of the Borrower = the Admimstrative Agent or
such Lender through the Administrative Agent may from time to time reasonably request.

ARTICLE VII

AFFIRMATIVE COVENANTS

The Borrower agrees with the Lenders and the Admmistrative Agent to each of
the following, as long as any Obligaton remains outstanding and, in each case, unless the
Requisite Lenders otherwise consent 1n writing’
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Section 7.1 Preservation of Corporate Existence, Etc.

) The Borrower shall, and shall cause each Subsidiary of the Borrower to, preserve
and mamtam 1ts legal existence, nghts (charter and statutory) and franchises, except as permitted
by Sections 8.4 (Sale of Assets) and 8 7 (Restricion on Fundamental Changes, Permitted
Acquisitions) and 8 11 (Modification of Constituent Documents).

Section 7.2 Compliance with Laws, Efc.

The Borrower shall, and shall cause each Subsidiary of the Borrower to, comply
with all apphcable Requirements of Law, Contractual Obligations and Permuts, except where the
failure so to comply would not, 1n the aggregate, have a Matenal Adverse Effect.

Section 7.3 Conduct of Business

The Borrower shall and the Borrower shall cause each Subsidiary of the
Borrower to, use 1ts best efforts, n the ordinary course and consistent with past practice, to
preserve its business and the goodwill and business of the customers, advertisers, suppliers and
others having business relations with the Borrower or any of 1ts Subsidiaries, except n each case
where the fatlure to comply with this covenant would not, in the aggregate, have a Matenal
Adverse Effect.

Section 7.4 Payment of Taxes, Etc.

The Borrower shall, and shall cause each Subsidiary of the Borrower to, pay and
discharge before the same shall become delinquent, all lawful governmental clamms, taxes,
assessments, charges and levies, except where contested 1n good faith, by proper proceedings and
adequate reserves therefor have been established on the books of the Borrower or the appropriate
Subsidiary m conformity with GAAP

Section 7.5 Maintenance of Insurance

The Borrower shall (a) mamtain for itself, and the Borrower shall cause to be
maintamned for each Subsidiary of the Borrower, nsurance with responsible and reputable
Insurance companies or associations 1n such amounts and covering such risks as 1s usually carned
by companies engaged 1n similar businesses and owning simular properties 1n the same general
areas m which the Borrower or such Subsidiary operates, and, 1n any event, all msurance required
by any Collateral Documents and (b) cause all such nsurance relating to any Loan Party to name
the "Administrative Agent on behalf of the Secured Parties as additional msured or loss payee
(subject to the terms of the Intercreditor Agreement), as appropnate, and to provide that no
cancellation, material addition n amount or matenal change mn coverage shall be effective until
after 30 days’ written notice thereof to the Administrative Agent

Section 7.6 IAccess

The Borrower shall, and shall cause each Subsidiary of the Borrower to, from
time to time permit the Administrative Agent and the Lenders, or any agents or representatives
thereof, within two Business Days after written notification of the same (except that during the
continuance of an Event of Default, no such mtice shall be required) to, (a) examne and make
copies of and abstracts from the records and books of account of the Borrower and each

NY2\I541323\ 7K 1@J17' DOCY2165 0125 72



2™ LIEN CREDIT AGREEMENT
KNOLOGY, INC.

Subsidiary of the Borrower, (b) visit the properties of the Borrower and each Subsidiary of the
Borrower, (c) discuss the affairs, finances and accounts of the Borrower and each Subsidiary of
the Borrower with any of their respective officers or directors and (d) after prior written notice to
the Borrower, communicate directly with any of its certified public accountants (including the
Borrower’s Accountants); provided, however, that unless an Event of Default has occurred and 1s
continuing, the Borrower shall only be obligated to pay the costs and expenses of the
Administrative Agent incurred 1n connection with this Section 7 6 The Borrower shall authorize
its certified public accountants (including the Borrower’s Accountants), and shall cause the
certified public accountants of any Subsidiary of the Borrower, if any, to disclose to the
Admumnistrative Agent or any Lender any and all financial statements and other information of any
kind, as the Admmistrative Agent or any Lender reasonably requests and that such accountants
may have with respect to the business, financial condition, results of operations or other affairs of
the Borrower or any Subsidiary of the Borrower )

Section 7.7 Keeping of Books

The Borrower shall, and shall cause each Subsidiary of the Borrower to keep,
proper books of record and account, in which full and correct entries shall be made 1n conformty
with GAAP of all financial transactions and the assets and business of the Borrower and each
such Subsidiary.

Section 7.8 Maintenance of Properties, Etc.

The Borrower shall, and shall cause each Subsidiary of the Borrower to, maintain
and preserve (a) in good working order and condition all of 1ts properties necessary m the conduct
of 1ts business, (b) all nghts, permuts, licenses, approvals and privileges (including all Permuts)
used or useful or necessary mn the conduct of its business and (c) all registered patents,
trademarks, trade names, copynghts and service marks with respect to its business, except where
failure to so maintain and preserve the items set forth in clauses (a), (b) and (c) above would not,
1n the aggregate, have a Material Adverse Effect.

Section 7.9 Application of Proceeds

The Borrower (and, to the extent distributed to them by the Borrower, each Loan
Party) shall use the entire amount of the proceeds of the Term Loans as provided n Section 4 13
(Use of Proceeds)

Section 7.10  Environmental

The Borrower shall, and shall cause each Subsidiary of the Borrower to, comply
n all matenal respects with Environmental Laws and, without limiting the foregoing, the
Borrower shall, at 1its sole cost and expense, upon receipt of any notification or otherwise
obtaiming knowledge of any Release or other event that has any reasonable hkelihood of the
Borrower or any Subsidiary of the Borrower incurring Environmental Liabilities and Costs 1n
excess of $1,000,000 in the aggregate, (a) conduct, or pay for consultants to conduct, tests or
assessments of environmental conditions at such operations or properties, including the
Investigation and testing of subsurface conditions and (b) take such Remedial Action and
undertake such investigation or other action as required by Environmental Laws or as any
Governmental Authonity requires or as 1s appropriate and consistent with good business practice
to address the Release or event and otherwise ensure compliance with Environmental Laws.
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Section 7.11  Additional Collateral and Guaranties

To the extent not delivered to the Admumstrativé Agent on or before the Closing
Date (including 1n respect of after-acquired property and Persons that become Subsidiaries of any
Loan Party after the Closing Date) and subject to Section 7 12 (Regulatory Consents for
Guaranties and Security), the Borrower agrees promptly to do, or cause each Subsidiary of the
Borrower to do, each of the following, unless otherwise agreed by the Adminstrative Agent and
subject to the terms of the Intercreditor Agreement.

(a) deliver to the Admunistrative Agent such duly executed supplements and
amendments to the Guaranty (or, mn the case of any Subsidiary of any Loan Party that 1s not a
Domestic Subsidiary or that holds shares 1n any Person that 1s not a Domestic Subsidiary, foreign
guarantees and related documents), 1n each case i form and substance reasonably satisfactory to
the Adminustrative Agent and as the Administrative Agent deems necessary or advisable 1n order
to ensure that each Subsidiary of each Loan Party guaranties, as pnmary obligor and not as
surety, the full and punctual payment when due of the Obligations or any part thereof, provided,
however, in no event shall any Excluded Foreign Subsidiary be required to guaranty the payment
of the Obligations, unless (x) the Borrower and the Admnstrative Agent otherwise agree or (y)
such Excluded Foreign Subsidiary has entered into Guaranty Obligations 1n respect of other
Indebtedness of the Borrower having substantially simular tax consequences;

) (b) deliver to the Collateral Agent such duly-executed jomnder and
amendments to the Pledge and Secunty Agreement and, 1f applicable, other Collateral Documents
(or, 1n the case of any such Subsidiary of any Loan Party that 1s not a Domestic Subsidiary or that
holds shares in any Person that 1s not a Domestic Subsidiary, foreign charges, pledges, secunty
agreements and other Collateral Documents), 1n each case 1 form and substance reasonably
satisfactory to the Adminstrative Agent and as the Administrative Agent deems necessary or
advisable 1n order to (1) effectively grant to the Collateral Agent, for the benefit of the Secured
Parties, a vahd, perfected and enforceable security mterest 1n the Stock, and Stock Equivalents
and other debt Secunties owned by any Loan Party and (11) effectively grant to the Collateral
Agent, for the benefit of the Secured Parties, a valid, perfected and enforceable first-pnionty
security interest 1n all property interests and other assets of any Loan Party; provided, however, n
no event shall (x) any Loan Party or any of its Subsidianes, individually or collectively, be
required to pledge n excess of 66% of the outstanding Voting Stock of any Excluded Foreign
Subsidiary or (y) any assets of any Excluded Foreign Subsidiary be required to be pledged, unless
the Borrower and the Administrative Agent otherwise agree,

© subject to the terms of the Intercreditor Agreement, dehiver to the
Collateral Agent all certificates, instruments and other documents representing all Pledged Stock
and all other Stock, Stock Equivalents and other debt Secunties being pledged pursuant to the
joinders, amendments and foreign agreements executed pursuant to clause (b) above, together
with (1) in the case of certificated Pledged Stock and other certificated Stock and Stock
Equivalents, undated stock powers endorsed 1n blank and (1) n the case of other certificated debt
Secunities, endorsed 1n blank, 1n each case executed and delivered by a Responsibk Officer of
such Loan Party or such Subsidiary thereof, as the case may be,

(d) to take such other actions necessary or advisable to ensure the validity or
continuing validity of the guaranties required to be given pursuant to clause (a) above or to
create, muntain or perfect the secunty interest required to be granted pursuant to clause (b)
above, including the filing of UCC financing statements n such Junisdictions as may be required
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by the Collateral Documents or by law or as may be reasonably requested by the Admmnistrative
Agent or the Collateral Agent, and ’

" (e) delver to the Admmistrative Agent, on the Business Day following the
Closing Date, the legal opmion relating to the matters described above of local counsel n the
State of Alabama, and, 1f requested by the Admimistrative Agent, the legal opimions relating to the
matters described above of other local counsel, which opinions shall be in form and substance,
and from counsel, reasonably satisfactory to the Admuinistrative Agent.

Section 7.12  Regulatory Consents for Guaranties and Security

(a) At the request of the Administrative Agent, the Borrower shall, or cause
its apphcable Subsidiary to, use its respective best efforts to obtain each Permut of the apphcable
Governmental Authority or third party which 1s required for the Collateral Agent to hold a first
prionty perfected secunty interest in the CATV Franchuses set forth in Schedule 7 12 (Regulatory
Consents) requining prior approval of the applicable Government Authonty.

() The Borrower shall, or cause its applicable Subsidiary to, use 1its
respective best efforts to obtan each Permut of the applicable Governmental Authonty or third
party which 1s required for (1) the Collateral Agent to hold a first-pnonty perfected secunty
interest in the nghts under the PUC Authonzations set forth in Schedule 7 12 (Regulatory
Consents) requiring prior approval of the applicable Government Authonty or third party and (11)
Knology Georgia to fully guaranty the Obhgations and to grant a first-prionty perfected secunty
interest 1n favor of the Collateral Agent over all or substantially all of its assets as secunty for
such Guaranty

(©) Promptly following the acquisition or assumption by or grant to any
Loan Party of any Communications License, CATV Franchise or PUC Authonzaton, the
Borrower shall, or cause 1ts applicable Subsidiary to, use 1ts respective best efforts to obtain each
Permut of the apphcable Governmental Authonty or third party which 1s required for the
Collateral Agent to hold a perfected secunity interest in such franchise, authorization or license to
the extent permitted by applicable law.

(d) For so long as any Permut set forth in Schedule 7 12 (Regulatory
Consents) or required under clauses (a), (b) or (c) above has not been obtaned, the Borrower
shall deliver (1) a written report to the Administrative Agent on the first Business Day of every
calendar month detailing the respective efforts made by the Borrower and its Subsidianes to
obtain each such Perrut from the applicable Governmental Authonity during the preceding
calendar month and (1) copies of any Permuts obtained during such preceding calendar month.

(e) Immediately upon obtaining each applicable Permit referred to in clauses
(a) through (c) above, the Borrower shall, or cause 1ts applicable Subsidiary to, execute and/or
deliver such documents and take such other action as may be required by the Administrative
Agent to ensure that the Collateral Agent holds a perfected security interest 1n the assets which
are subject to such Permut and, as applicable, to ensure that Knology Georgia has fully guaranteed
the Obligations and granted a perfected security interest, in favor of the Colliateral Agent over all
or substantially all of its assets as secunity for such Guaranty.
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Section 7.13  Control Accounts, Approved Deposit Accounts

() The Borrower shall, and shall cause each of their respective Subsidiares,
with the exception of any Excluded Foreign Subsidiary, to (1) deposit'm an Approved Deposit
Account all cash they receive, (11) not establish or maintain any Securities Account that 1s not a
Control Account (other than any Secunties Accounts mamntamed as a surety for msurance
obligations as long as the aggregate balance 1n all such Securities Accounts does not at any time
exceed $2,750,000) and (u1) not establish or maintan any Deposit Account other than with a
Deposit Account Bank; provided, however, that (1) the Borrower and each of its Subsidiaries shall
be permitted to mamtamn payroll, withholding &x and other fiduciary accounts as long as the
aggregate balance n all such accounts), does not at any time exceed $2,500,000 and (1) the

- provisions of this Section 7 13 shall not apply to deposits or accounts subject to a Deposit
Account Control Agreement subject to Section 7 17 (Post-Closing Obligations)

b) The Admunistrative Agent may establish one or more Cash Collateral
Accounts with such depositaries and Secunities Intermedianies as 1t 1n 1ts sole discretion shall
determine; provided, however, that no Cash Collateral Account shall be established with respect
to the assets of any Excluded Foreign Subsidiary. The Borrower agrees that each such Cash
Collateral Account shall meet the requirements set forth 1n the defimtion of “Cash Collateral
Account” Without imiting the foregoing, funds on deposit 1 any Cash Collateral Account may
be mvested (but the Adminstrative Agent shall be under no obligation to make any such
vestment) in Cash Equivalents at the direction of the Administrative Agent and, except dunng
the continuance of an Event of Default, the Adminstrative Agent agrees with the Borrower to
1ssue Entitlement Orders for such investments in Cash Equivalents as requested by the Borrower;
provided, however, that the Administrative Agent shall not have any responsibility for, or bear
any nisk of loss of, any such investment or mncome thereon. Neither the Borrower nor any
Subsidiary of the Borrower or any other Loan Party or Person claiming on behalf of or through
the Borrower, any Subsidiary of the Borrower or any other Loan Party shall have ary right to
demand payment of any funds held in any Cash Collateral Account at any time prior to the
payment 1n full of all then outstanding and payable monetary Obligations. The Admunistrative
Agent shall apply all funds on deposit in a Cash Collateral Account as provided n Section 2.6
(Mandatory Prepayments)

Section 7.14  Real Property

(a) The Borrower shall, and shall cause each of 1its Subsidiaries to,
(1) comply mn all matenal respects with all of their respective obligations under all of their
respective Leases now or hereafter held respectively by them, including the Leases set forth on
Schedule 4.19 (Real Property), the failure to comply with which would not have a Material
Adverse Effect, (1) not modify, amend, cancel, extend or otherwise change 1n any matenally
adverse manner any term, covenant or condition of any such Lease if such change would have a
Matenal Adverse Effect, (111) not assign or sublet any other Lease 1f such assignment or sublet
would have a Matenal Adverse Effect and (1v) provide the Admunistrative Agent with a copy of
each notice of default under any Lease received by the Borrower or any Subsidiary of the
Borrower immedately upon receipt thereof and deliver to the Admunistrative Agent a copy of
each notice of default sent by the Borrower or any Subsidiary of the Borrower under any Lease
simultaneously with 1its delivery of such notice under such Lease.

9] At least 15 Business Days prior to (1) entenhg into any Lease (other than
a renewal of an existing Lease) for the principal place of business and chief executive office of
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the Borrower or any other Guarantor or any other Lease (including any renewal) in which the
annual rental payments are anticipated to equal or exceed $1,000,000 or (1) acquinng any
material owned Real Property, the Borrower shall, and shall cause such Guarantor to, provide the
Administrative Agent written notice thereof.

() To the extent not previously delivered to the Administrative Agent, upon
written request of the Administrative Agent, the Borrower shall, and shall cause each Guarantor
to, execute and deliver to the Admumnstrative Agent, for the benefit of the Secured Parties,
promptly and mn any event not later than 45 days (or such later period as the Admunistrative Agent
may approve 1n 1ts sole discretion) after receipt of such notice (or, if such notice is given by the
Administrative Agent prior to the acquisiion of such Real Property, immediately upon such
acquisition), a Mortgage on any owned Real Property of the Borrower or such Guarantor,
together with (1) 1f requested by the Admumistrative Agent and such Real Property 1s located in the
United States, all Mortgage Supporting Documents relating thereto or (1) documents similar to
Mortgage Supporting Documents deemed by the Admunistrative Agent to be appropnate n the
applicable junisdiction to obtan the equivalent in such jurisdiction of a mortgage on such Real

Property

(d) To the extent not previously dehivered to the Admimstrative Agent, the
Borrower shall, and shall cause each Guarantor to (except as may be agreed to by the
Adminmistrative Agent), execute and deliver to the Administrative Agent, for the benefit of the
Secured Parties, promptly and mn any event not later than 60 days, all Mortgage Supporting
Documents relating to each of the owned Real Properties of the Loan Parties identified on
Schedule 7 14 (Mortgage Documents) and, to the extent requested, an environmental site
assessment report prepared by a consultant acceptable to the Administrative Agent and 1n a form
and scope satisfactory to the Administrative Agent

Section 7.15  Interest Rate Contracts

The Borrower shall, within 30 days after the Closing Date, enter into an Interest
Rate Contract or Contracts, on terms and with counterparties satisfactory to the Admimstrative
Agent, to the extent necessary to ensure that no less than 50% of the Borrower’s Consolidated
Indebtedness (other than “Revolving Credit Outstandings” as defined in the First Lien Credit
Agreement) effectively bears interest at a fixed rate for a term of at least three consecutive years
following the date thereof.

Section 7.16  Ratings

The Borrower shall at all times maintain ratings with respect to the Term Loan
Facility by each of S&P and Moody’s.

Section 7.17  Post-Closing Obligations

(a) Within 5 Business Days of the Closing Date (or such later date as the
Administrative Agent may agree), the Borrower shall cause the (1) Broadband Account to become
subject to a Deposit Account Control Agreement entered into by Knology Broadband, Inc. or
transfer all amounts on deposit m such account to an account of the Borrower or a Guarantor
which 1s subject to a Deposit Account Control Agreement entered into by the Borrower or such
Guarantor and (1) transfer, to the extent necessary to comply with the requirements of Section
713 (Control Accounts, Approved Deposit Accounts), amounts on deposit in the Interstate
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Account to an account of the Borrower or a Guarantor that 1s subject to a Deposit Account
Control Agreement entered into by the Borrower or such Guarantor

(b) Withun 45 days of the Closing Date (or such later date as the
Admmmstrative Agent may agree), the Borrower shall deliver to the Admumistrative Agent (1) a
landlord waiver with respect to the leased property at 1701 Boxwood Place, Columbus, Georgia
1n form satisfactory to the Administrative Agent and (11) evidence of the satisfaction-m-full of the
Existing Notes and the related termunation of the Existing Indenture in form satisfactory to the
Admunistrative Agent.

ARTICLE vIli

NEGATIVE COVENANTS

The Borrower agrees with the Lenders and the Admunistrative Agent to each of
the followng, as long as any Obligation or any Commuitment remains outstanding and, mn each +
. - case, unless the Requisite Lenders otherwise consent in writing: ‘

Section 8.1 Indebtedness

The Borrower shall not, nor shall #t permit any Subsidiary of the Borrower to,
directly or indirectly create, incur, assume or otherwise become or remain directly or indirectly
liable with respect to any Indebtedness except for the following.

() the Secured Obligations (other than 1n respect of Hedging Contracts not
permitted to be mcurred pursuant to_ clause (h) below) and Guaranty Obligations with respect
thereto,

®) (1) Indebtedness existing on the date of this Agreement and disclosed on
Schedule 8 1 (Existing Indebtedness), including Indebtedness in respect of the First Lien
Facilities, and (11) Indebtedness constituting “First Lien Obligations” as defined 1n, and permutted
under, the Intercreditor Agreement,

{©) Guaranty Oblgations incurred by the Borrower or ady Guarantor 1n
respect of Indebtedness of the Borrower or any Guarantor that 1s otherwise permutted by this
Section 8 1 (other than clause (a) above),

(d) Capital Lease Obligations and purchase money Indebtedness (1) set forth
m Schedule 8 1(d) (Capital Leases) or (1) incurred after the Closing Date by the Borrower or a
Subsidiary of the Borrower to finance the acquisition of fixed assets, provided, however, that the
Capital Expenditure related thereto 1s otherwise permitted by Section 5 4 (Capital Expenditures)
and that the aggregate outstanding principal amount of all such Capital Lease Obligations and

purchase money Indebtedness shall not exceed $10,000,000 at any time during the term of this
Agreement,

(e) Renewals, extensions, refinancings and refundings of Indebtedness
pernutted by clauses (b) and (d) above, clause (k) below or this clause (e), provided, however,
that any such renewal, extension, refinancing or refunding (1) 1s 1n an aggregate principal amount
not greater than the principal amount of (and accrued but unpaid interest on or premium, 1f any,
under), and 1s on terms no less favorable to the Borrower or any Subsidiary of the Borrower
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obhgated thereunder, including as to’ weighted average maturity and final matunty, than the
Indebtedness being renewed, extended, refinanced or refunded and (1), 1n the case of the First
Lien Facilities, corr_lphes with the terms of the Intercreditor Agreement,

® Indebtedness ansing from intercompany loans (1) from the Borrower to
any Guarantor, (1) from any Guarantor to the Borrower or any other Guarantor or (111) from the
Borrower or any Guarantor to any Subsidiary of the Borrower that 1s not a Guarantor; provided,
however, that 1n each case the Investment 1n such intercompany loan 1s permutted under Section
8 3 (Investments),

() Indebtedness ansing under any performance or surety bond entered into
in the ordinary course of business;

(th) Obhgations under Interest Rate Contracts mandated by Section 7 15
* (Interest Rate Contract),

()] unsecured Indebtedness not otherwise permutted under this Section 8 1
provided, however, that the aggregate outstanding principal amount of all such unsecured
Indebtedness shall not exceed $10,000,000 at any time,

§)] Indebtedness under unsecured promussory notes 1ssued by the Borrower
as consideration 1n connection with any Permitted Acquisition, provided, however, that (x)(1) the
obligations under such notes are subordinated to the Obligations on terms reasonably satisfactory
to the Admimstrative Agent, (1) no principal 1n respect of such notes 1s, or may be, payable
before the first anniversary of the Matunity Date, and (111) no mterest in respect of such notes 1s
required to be paid in cash prior to the Matunty Date or (y) the aggregate outstanding principal
amount of all such Indebtedness mcurred, shall not exceed $4,000,000 in any Fiscal Year and
$10,000,000 at any time during the term of this Agreement;

(9] Indebtedness assumed pursuant to a Permutted Acquisition; provided that
(1) such Indebtedness was not created 1n contemplation of such Permitted Acquisition and (1) the

aggregate outstanding principal amount of all such Indebtedness shall not exceed $7,500,000 at
any time

0 Permutted MDU Transactions and Permutted CIU Transactions, in each
case, to the extent accounted for as Capital Lease Obligations.

Section 8.2 Liens, Etc.

The Borrower shall not, nor shall #t permit any Subsidiary of the Borrower to,
create or suffer to exist, any Lien upon or with respect to any of 1ts properties or assets, whether
now owned or hereafter acquired, or assign, or permit any of its Subsidianes to assign, any right
to receive income, except for the following.

(a) Liens created pursuant to the Loan Documents,

(b) Liens existing on. the date of this Agreement and disclosed on
Schedule 8 2 (Existing Liens), including Liens securing the First Lien Facilities,

NY2\I541323\ 7\X1@J 17" DOCW2165 0125 79



2"° LIEN CREDIT AGREEMENT

KNOLOGY, INC.
() Customary Permutted Liens on the assets of the Borrower and the

Borrower’s Subsidianes;
(d) purchase money Liens granted by the Borrower or any of 1ts Subsidianes

(including the imterest of a lessor under a Capital Lease and purchase money Liens to which any
property 1s subject at the time, on or after the date hereof, of the Borrower’s or such Subsidiary’s
acquisition thereof) securing Indebtedness permitted under Section 8 I1(d) (Indebtedness) and
limited 1n each case to the property purchased with the proceeds of such purchase money
Indebtedness or subject to such Capital Lease,

(e) any Lien secuning the renewal, extension, refinancing or refunding of any
Indebtedness secured by any Lien permitted by clauses (b) or (d) above, clause (h) below or this
clause (e) without any change n the assets subject to such Lien and to the extent such renewal,
extension, refinancing or refunding 1s permtted by Section 8 1(e) (Indebtedness);

® Liens m favor of lessors securing operating leases to the extent such
operating leases are permitted. hereunder and, to the extent such transactions create a Lien, sale
and leaseback transactions permutted by Section 8 4(f) (Asset Sales);

(2 Liens not otherwise permitted by the foregoing clauses of this Section 8 2
securing obligations or other habilities of any Loan Party, provided, however, that the aggregate
outstanding amount of all such obligations and liabilities shall not exceed $1,000,000 at any time,
and '

t) Liens securing Indebtedness permutted under Section 8 (k)
(Indebtedness), provided that (1) such Liens were not created in contemplation of such Permitted
Acquisitions and (u1) such Liens are purchase money Liens granted by the Proposed Acquisition
Target or 1ts Subsidiaries (including the interest of a lessor under a Capital Lease and purchase
money Liens on any property of Proposed Acquisition Target or its Subsidiaries) and limited n
each case to the property purchased with the proceeds of such purchase money Indebtedness or
subject to such Capital Lease

Section 8.3 Investments

The Borrower shall not, nor shall t perrmt any Subsidiary of the Borrower to
make or maintain, directly or indirectly, any Investment except for the following.

(a) Investments existing on the date of this Agreement and disclosed on -
Schedule 8 3 (Existing Investments);

() Investments 1n cash and Cash Equivalents held i a Deposit Account or a
Control Account or otherwise mm comphance with Section 7 13 (Control Accounts, Approved
Deposit Accounts) or outside such accounts to the extent permitted by Section 7 13(a) (Control
Accounts, Approved Deposit Accounts). . -

(c) Investments 1n payment mtangibles, chattel paper (each as defined in the

UCC) and Accounts, notes receivable and similar items ansing or acquired 1n the ordinary course
of business consistent with the past practice of the Borrower and its Subsidianes,

NY2 \I541333\ 7% 1@J 17! DOCM2165 0125 80



2™ LIEN CREDIT AGREEMENT

KNOLOGY, INC
d) Investments recetved in settlement of amounts due to the Borrower or

any Subsidiary of the Borrower effected in the ordinary course of business,
(e) Investments by (1) the Borrower or any Guarantor in the Borrower or any

other Guarantor (other than Knology Georgia until such time as 1t has fully guaranteed the
Oblgations pursuant to the Guaranty and granted a Lien 1n favor of the Collateral Agent over
substantially all of its assets as secunty for such Guaranty and has obtained all necessary Permuts
n connection therewith) or (11) any Subsidiary of the Borrower that 1s not a Guarantor in the
Borrower or any other Subsidiary of the Borrower

® Investments by the Bomrower or any Guarantor m a Permutted
Acquisition;

(2 loans or advances to employees of the Borrower or any Subsidiaries of
the Borrower in the ordinary course of business as presently conducted other than any loans or
advances that would be i violation of Section 402 of the Sarbanes-Oxley Act, provided,
however, that the aggregate principal amount of all loans and advances permitted pursuant to this
clause (g) shall not exceed $1,000,000 at any time;

(th) Guaranty Obligations permutted by Section 8 I (Indebtedness);

)] Investments 1n promussory notes received 1n consideration for Asset
Sales permitted by Section & 4(f); and

1)) Investments not otherwise permitted hereby; provided, however, that the
aggregate outstangimg amount of all such Investments shall not, at any time, exceed $2,000,000.

Section 8.4 Sale of Assets

- The Borrower shall not, nor shall it permit any Subsidiary of the Borrower to,
sell, convey, transfer, lease or otherwise dispose of, any of their respective assets or any interest
therein (including the sale or factoring at matunity or collection of any accounts) to any Person or
permit or suffer any other Person to acquire any interest 1 any of their respective assets, nor shall
the Borrower permut any of 1ts Subsidiaries to 1ssue or sell any shares of their Stock or any Stock
Equivalents (any such disposition being an “A4sset Sale”), except for the following:

(a) the sale or disposition of Cash Equivalents, Inventory, customer premise
equipment and fiber optic cable, in each case, in the ordnary course of business,

. (b) the sale or disposition of Equipment that has become obsolete or 1s
replaced 1n the ordinary course of busmess; provided, however, that the aggregate Fair Market
Value of all such equipment disposed of 1n any Fiscal Year shall not exceed $1,000,000,

(©) a true lease or sublease of Real Property not constituting Indebtedness
and not constituting a sale and leaseback transaction,

(d) assignments and hcenses of intellectual property of the Borrower and its
Subsidiaries 1n the ordinary course of business;

(e) any Asset Sale to the Borrower or any Guarantor,
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® as long as no Default or Event of Default 1s continuing or would result
therefrom, any other Asset Sale (including 1n the form of a sale and leaseback transaction) for Fair
Market Value, payable at least 75% 1n cash upon such sale; provided, however, that with respect
to any such Asset Sale pursuant to this clause (f), (1) the aggregate consideration received
(together with the Fair Market Value of any Asset Sales permutted by clause (h) below) (x) during
any Fiscal Year for all such Asset Sales shall not exceed $15,000,000 (provided that up to 100%
of the amount 1n this clause (x), if not recerved n the Fiscal Year for which 1t 1s permtted, may
be camed over for receipt in the next succeeding Fiscal Year, provided, further, that
consideration received m any Fiscal Year shall be deemed received, first, in respect of the
amounts permitted for such Fiscal Year and, second, in respect of amounts carried over from the
“pnor Fiscal Year) or (y) during the term of this Agreement shall not exceed $30,000,000 for such
Asset Sales and (11) an amount equal to all Net Cash Proceeds of such Asset Sale are applied to
the payment of the Obligations as set forth in, and to the extent required by, Section 2 6
(Mandatory Prepayments);

(® the Cemitos Sale; and

(h) any Asset Sale in the form of a divestiture of assets acquired after the
Closing Date ether mn connection with a Permutted Acquisition or an Investment permitted by
clauses (f) or (1) of Section 8.3 (Investments); provided, however, an amount equal to all Net Cash
Proceeds of such Asset Sale are applied to the payment of the Obligations as set forth n, and to
the extent required by, Section 2 6 (Mandatory Prepayments)

Section 8.5 Restricted Payments

The Borrower shall not, and shall not permut any of its Subsidianes to, directly or
indirectly, declare, order, pay, make or set apart any sum for any Restricted Payment except for
the following.

(a) Restricted Payments by any Subsidiary of the Borrower to the Borrower
or any Guarantor, '

(b) dividends and distributions declared and paid on the common Stock of
" the Borrower and payable only in common Stock of the Borrower;

(© dividends and distributions declared and paid on New Preferred Stock of
the Borrower and payable only n additional preferred stock with the same terms as such New
Preferred Stock of the Borrower; :

) cash dividends with respect to the New Preferred Stock and other Stock
of the Borrower with terms substantially simular to the New Preferred Stock made mn any Fiscal
Year 1n an amount not to exceed the sum of the amount of (1) Excess Cash Flow of the Borrower
for the preceding Fiscal Year not otherwise used to prepay Term Loans pursuant to clause (b) of
Section 26 (Mandatory Prepayments) plus (1) Net Cash Proceeds from Equity Issuances
recerved after the Closing Date not otherwise used for Permutted Acquisitions or to prepay Term
Loans under clause (a) of Section 2 6 (Mandatory Prepayments), provided, that (x) such cash
dividends are funded from Excess Cash Flow and Net Cash Proceeds from Equity Issuances, (y)
prior to the date of any such dividend, all PIK Amounts and iterest accrued and payable -m-kind
shall have been paid in full in cash- and (z) before and after giving effect to the payment of such
dividends, the Leverage Ratio does not exceed 5 5 to10,
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(e) the redemption of the New Preferred Stock or other preferred stock of the
Borrower (with terms substantially similar to the New Preferred Stock) with the Net Cash
Proceeds of any Equity Issuance not otherwise used to prepay Term Loans under Section 2.6
(Mandatory Prepayments) or clause (d) above; provided, that, prior to the date of any such
redemption, all PIK Amounts and interest accrued and payable -in-kind shall have been paid 1n
full n cash; and

® cash dividends mn lieu of fractional shares of (1) common Stock of the
Borrower payable 1n connection with the conversion of New Preferred Stock, or other preferred
stock with terms substantially simular to the New Preferred Stock, into common Stock of the
Borrower, or (1) New Preferred Stock, or other preferred stock with terms substantially sinular to
the New Preferred Stock, payable in connection with scheduled dividend payments not to exceed
$200,000 1n the aggregate;

provided, however, that such Restricted Payments shall not be permtted 1f an Event of Default or
Default shall have occurred and be continuing at the date of declaration or payment thereof or
would fesult therefrom.

Section 8.6 Prepayment and Cancellation of Indebtedness

() The Borrower shall not, nor shall 1t permit any Subsidiary of the
Borrower to, cancel any claim or Indebtedness owed to any of them except (1) in the ordmary
course of business consistent with past practice and (1) 1n respect of intercompany Indebtedness
among the Borrower and the Guarantors that are Domestic Subsidiaries.

() The Borrower shall not, nor shall the Borrower permut any of its
Subsidiaries to, prepay, redeem, purchase, defease or otherwise satisfy prior to the scheduled
maturnity thereof in any manner, or make any payment in violation of any subordination terms of
any Indebtedness or in violation of the Intercreditor Agreement, provided, however, that the
Borrower and each Subsidiary of the Borrower may (1) prepay the Obhgations 1n accordance with
the terms of this Agreement, (1) make regularly scheduled or otherwise required repayments or
redemptions of Indebtedness, (11) prepay n full the Existing Indebtedness with the proceeds of
the mmtial Borrowings hereunder or proceeds from the First Lien Agreement, (1v) make any
payments or redemption with respect of the Second Lien Term Loan expressly permutted by this
Agreement, (v) prepay Indebtedness payable to the Borrower by any of its Subsidianes, (vi)
renew, extend, refinance and refund Indebtedness, as long as such renewal, extension, refinancing
or refunding 1s permitted under *Section 8 I(e) (Indebtedness), and (vir) prepay Capital Lease
Obligations and purchase money Indebtedness permtted under Section 8 1(d) (Indebtedness).

Section 8.7 Restriction on Fundamental Changes; Permitted Acquisitions

The Borrower shall not, nor shall it permit any Subsidiary of the Borrower to, (a)
except i connection with a Permitted Acquisition, (1) nerge or consohidate with any Person
(other than with other Subsidiaries of the Borrower or the Borrower so long as the Borrower 1s
the surviving Person following such merger or consolidation), (1i) acquire all or substantially all
of the Stock or Stock Equivalents of any Person or (111) acquire all or substantially all of the assets
of any Person or all or substantially all of the assets constituting the business of a division, branch
or other unit operation of any Person, (b) enter into any jownt venture a partnership with any
Person (except as permutted by Section 83(;) (Investments)) or (c)acquire or create any
Subsidiary unless, after grving effect to such creation or acquisition, such Subsidiary 1s a Wholly-
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Owned Subsidiary of the Borrower (unless such Subsidiary 1s permutted under clause (j) of
Section 8 3 (Investments)), the Borrower 1s i comphance with Section 7 11 (Addiional
-Collateral and Guaranties) and the Investment in such Subsidiary 1s permutted under
Section 8 3(c) (Investments). ) ’

Section 8.8 Change in Nature of Business

The Borrower shall not, and shall not permt any of 1ts Subsidiaries to, make any
matenal change 1n the nature or conduct of 1its business as carnied on at the date hereof, whether
In connection with a Permiutted Acquisition or otherwise, except for the entry into business
reasonably related or ancillary thereto.

Section 8.9 Transactions with Affiliates

The Borrower shall not, nor shall t permit any Subsidiary of the Borrower to,
except as otherwise expressly permutted herein, do any of the follow ng* (a) make any Investment
n an Affiliate of the Borrower that 1s not a Subsidiary of the Borrower, (b) transfer, sell, lease,
assign or otherwise dispose of any asset to any Affiliate of the Borrower that 1s not a Subsidiary
of the Borrower, (c) merge mnto or consolidate with or purchase or acquire assets from any
Affiliate of the Borrower that 1s not a Subsidiary of the Borrower, (d) repay (prior to 1its scheduled
maturity) any Indebtedness, 1ssued or incurred after the Closing Date, to any Affiliate o the
Borrower that 1s not a Subsidiary of the Borrower,(€) enter mnto any other transaction directly or
indirectly with or for the benefit of any Affiliate of the Borrower that 1s not a Guarantor
(including guaranties and assumptions of obhgations of any such Affiliate), except for, in the case
of this clause (e), (1) transactions m the ordinary course of business on a basis no less favorable to
the Borrower or, as the case may be, such Subsidiary thereof as would be obtamned mn a
comparable arm’s length transaction with a Person not an Affiliate thereof (as determmed m good
faith by the board of directors of the Borrower) and (1) salaries and other director or employee
compensation to officers or directors of the Borrower or any of its Subsidiaries commensurate
with current compensation levels.

Section 8.10  Limitations on Restrictions on Subsidiary Distributions; No
New Negative Pledge; Restricted Subsidiaries -

(a) Except pursuant to the Loan Documents, agreements governing purchase
money Indebtedness or Capital Lease Obhigations permutted by Section 8 1 (b), @), (e) or (k)
(Indebtedness) (in the case of agreements permutted by such clauses, any prohibition or limutation
shall only be effective against the assets financed thereby) and agreements relating to Asset Saks
permutted under Section 8 4 (Sales of Assets) (in the case of such agreements, any prohibition or
limitation shall only be effective against the assets or Stock subject to such Asset Sate), the
Borrower shall not, and shall not permut any of 1ts Subsidianes to, (i) agree to enter into or suffer
to exist or become effective any consensual encumbrance or restriction of any kind on the ability
of such Subsidiary to pay dividends or make any other distribution or transfer of funds or assets
or make loans or advances to or other Investments n, or pay any Indebtedness owed to, the
Borrower or any other Subsidiary of the Borrower or (11) enter into or suffer to exist or become
effective any agreement prohibiting or hmiting the abihity of the Borrower or any Subsidiary of
the Borrower to create, incur, assume or suffer to exist any Lien upon any of its property, assets
or revenues, whether now owned or hereafter acquired, to secure the Obligations, including any
agreement requiring any other Indebtedness or Contractual Obligation to be equally and ratably
secured with the Obligations
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b) Notwithstanding anything heremn to the contrary, until the PUC
Authonzations contemplated Section 7 12(b) (Regulatory Consents) are obtained and each
- Subsidiary listed on Schedule 8 10(b) (Restricted Subsidiaries) has’ satisfied the Subsidiary
Guaranty Requirements, no such Subsidiary of the Borrower shall (1) conduct any business or
engage 1n any activities other than the businesses elated to the CATV Franchises or PUC
Authonzations, as applicable, (1) mncur any Indebtedness directly or on behalf of the Borrower or
any of its other Subsidianies (other than the mcurrence of accounts payable or accrued habilities
1n the ordinary course of business provided that such accounts payable or accrued habilities do
not exceed m the aggregate $5,000,000 for all Subsidiaries hsted on Schedule 8.10(b) (Restricted
Subsidiaries)); or (1) receive, collect, retain or hold any funds, proceeds a assets (other than
such Permuts) either directly or on behalf of the Borrower or any of its other Subsidianies other
than 1n the ordinary course of business, provided, that any funds, proceeds or assets are received
by such Subsidiary other than 1n the ordinary course of business shall be immediately transferred
to the Borrower.

Section 8.11  Modification of Constituent Documents

The Borrower shall not, nor shall 1t permit any Subsidiary of the Borrower to

amend 1ts Constituent Documents (including in the terms of its outstanding Stock), except for
changes and amendments that do not matenially affect the nights and pnivileges of the Borrower or
any Subsidiary of the Borrower and do not matenally adversely affect the interests of the Secured
Parties under the Loan Documents or in the Collateral.

Section 8.12  Modification of First Lien Loan Documents

The Borrower shall not, nor shall it permit any Subsidiary of the Borrower to, (a)
alter, rescind, terminate, amend, supplement, waive or otherwise modify any provision of any
First Lien Loan Document (except as permutted by the Intercreditor Agreement) or (b) permit any
breach or default to exist under any First Lien Loan Document or take or fail to take any action
thereunder, 1f to do so would have a Matenal Adverse Effect.

Section 8.13  Accounting Changes; Fiscal Year

The Borrower shall not, nor shall 1t permit any Subsidiary of the Borrower to,
change 1its (a) accounting treatment and reporting practices or tax reporting treatment, except as
requred by GAAP or any Requirement of Law and disclosed to the Lenders and the
Admmnistrative Agent or (b) fiscal year.

Section 8.14  Margin Regulations

The Borrower shall not, nor shall 1t permit any Subsidiary of the Borrower to, use
all or any portion of the proceeds of any credit extended hereunder to purchase or carry margm
stock (within the meaning of Regulation U of the Federal Reserve Board) in contravention of
Regulation U of the Federal Reserve Board

Section 8.15  Sale/Leasebacks

The Borrower shall not, nor shall 1t perrmit any Subsidiary of the Borrower to,
enter 1nto any sale and leaseback transaction, except as permutted by Section 8 4(f) (Asset Sales)
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Section 8.16 No Speculative Transactions

The Borrower shall not, nor shall 1t permit any Subsidiary of the Borrower to,
engage 1n any speculative transaction or in any transaction mvolving Hedging Contracts except as
required by Section 7 15 (Interest Rate Contract) or for the sole purpose of hedging 1n the normal
course of business and consistent with industry practices

Section 8.17  Compliance with ERISA

The Borrower shall not, nor shall 1t permut any Subsidiary of the Borrower or any
ERISA Affihate to, cause or permit to occur, (a) an event that could result in the imposition of a
Lien under Section 412 of the Code or Section 302 or 4068 of ERISA or (b) ERISA Events that
would have a Matenal Adverse Effect in the aggregate.

Section 8.18 Environmental

The Borrower shall not, nor shall #t permit any Subsidiary of the Borrower to,
allow a Release of any Contaminant 1n violation of any Environmental Law; provided, however,
that the Borrower shall not be deemed n violation of this Section 8 18 1f all Environmental
Liabilities and Costs incurred or reasonably expected to be incurred by the Loan Parties as the
consequence of all such Releases shall not exceed $2,000,000 in the aggregate.

Section 8.19  Patriot Act
The. Borrower shall not, nor shall &t permut any Subsidiary of the Borrower to,

take any action or permut any circumstance (whether directly or indirectly) the result of which
would result in a breach of Section 4 21 (Prohibited Persons, Trade Restrictions).

ARTICLEIX
EVENTS OF DEFAULT
Section 9.1 Events of Default
Each of the following events shall be an Event of Default:

(a) the Borrower shall fail to pay any principal of any Term Loan when the
same becomes due and payable; or

(b) the Borrower shall fail to pay any interest on any Term Loan, any fee
under any of the Loan Documents or any other Obligation (other than one referred to in clause (a)
above) and such non-payment continues for a period of three Business Days after the due date
therefor, or :

©) any representation or warranty made or deemed made by any Loan Party
in any Loan Document or-by any Loan Party (or any of 1ts officers) in connection with any Loan
Document shall prove to have been incorrect 1n any matenal respect when made or deemed made,
or
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(d) any Loan Party shall fail to perform or observe (1) any term, covenant or
agreement contaned m Article V (Financial Covenants), Section 6.1 (Financial Statements),
6.2 (Default Notices), 7.1 (Preservaton of Corporate Existence, Etc.), 7.6 (Access),
. 7.9 (Apphcation of Proceeds) or Article VIII (Negative Covenants) or (1) any other term,

covenant or agreement contamned in this Agreement or in any other Loan Document 1if such
fatlure under this clause (11) shall remain unremedied for 30 days after the earlier of (A) the date
on which a Responsible Officer of the Borrower becomes aware of such failure and (B) the date
on which wntten notice thereof shall have been given to the Borrower by the Admimistrative
Agent or any Lender, or

) (1) the Borrower or any Subsidiary of the Borrower shall fail to make any
payment on any Indebtedness of the Borrower or any such Subsidiary (other than the Obhgations)
or any Guaranty Obligation 1n respect of Indebtedness of any other Person, and, in each case,
such failure relates to Indebtedness having a principal amount of $2,000,000 or more, when the
same becomes due and payable (whether by scheduled matunty, required prepayment,
acceleration, demand or otherwise), (11) any other event shall occur or condition shall exist under
any agreement or instrument relating to any such Indebtedness, if the effect of such event or
condition 1s to accelerate the matunty of such Indebtedness (including the occurrence of an
“Event of Default” pursuant to, and as defined 1, the First Lien Credit Agreement) or (1) any
such Indebtedness shall become or be declared to be due and payable, or be required to be prepaid
or repurchased (other than by a regularly scheduled required prepayment), prior to the stated
maturity thereof; provided, however, that a default descnbed 1n clause (1) through (11) of this
clause (e) m respect of the First Lien Credit Agreement shall not at any time constitute an Event
of Default unless such default, event or condition 1s not cured or waived within 45 days after the
occurrence of such default, event or condition; or ’

® (1) the Borrower or any Subsidiary of the Borrower shall generally not
pay its debts as such debts become due, shall admit 1n wrniting its mability to pay 1ts debts
generally or shall make a general assignment for the benefit of creditors, (11) any proceeding shall
be mnstituted by or against the Borrower or any Subsidiary of the Borrower seeking to adjudicate
it bankrupt or msolvent, or seeking hquidation, winding up, reorgamization, arrangement,
adjustment, protection, relief or composition of 1t or its debts, under any Requirement of Law
relating to bankruptcy, mnsolvency or reorganization or relief of debtors, or seeking the entry of an
order for relief or the appointment of a custodian, recewver, trustee or other simular official for 1t
or for any substantial part of its property, provided, however, that, in the case of any such
proceedings instituted against the Borrower or any Subsidiary of the Borrower (but not instituted
by the Borrower or any Subsidiary of the Borrower) either such proceedings shall remam
undismussed or unstayed for a period of 30 days or more or any action sought m such proceedings
shall occur or (11) the Borrower or any Subsidiary of the Borrower shall take any corporate action
to authonze any action set forth in clauses (1) and (11) above, or

(g) one or more judgments or orders (or other similar process) mvolving,
the case of money judgments, an aggregate amount n excess of $2,000,000, to the extent not
covered by insurance, shall be rendered against one or more of the Borrower and 1ts Subsidiaries
and such judgment or order shall continue for a period of 30 days without being discharged,
stayed or bonded pending appeal, or '

() an ERISA Event shall occur and the amount of all habilities and
deficiencies resulting therefrom, whether or not assessed, exceeds $2,000,000 in the aggregate; or
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® any provision of any Loan Document after delivery thereof shall for any
reason fail or cease to be vahd and binding on, or enforceable against, any Loan Party party
thereto, or any Loan Party shall so state in writing, or

)] any Collateral Document shall for any reason fail or cease to create a
valid and enforceable Lien on any Collateral purported to be covered thereby or, except as
permitted by the Loan Documents, such Lien shall fail or cease to be a perfected and first prionity
Lien, or any Loan Party shall so state in wnting, or

& there shall occur any Change of Control; or

O the Borrower or any Subsidiary of the Borrower shall have entered into
one or more consent or settlement decrees or agreements or similar arrangements with a
Govermnmental Authonty or one or more judgments, orders, decrees or similar actions shall have
been entered against one or more of the Borrower or any Subsidiary of the Borrower based on or
ansing from the violation of or pursuant to any Environimental Law, or the generation, storage,
transportation, treatment, disposal or Release of any Contaminant and, in connection with all the
foregoing, the Borrower or any Subsidiary of the Borrower is likely to incur Environmental
Liabilities and Costs exceeding $2,000,000 1n the aggregate that were not reflected mn the
Projections or the Financial Statements dehivered pursuant to Section 4 4 (Financial Statements)
prior to the date hereof, or

(m) the Borrower or any Subsidiary of the Borrower shall (1) default in any
payment or payments (which payment or payments are matenal either individually or in the
aggregate) when due of any matenal Contractual Obligation, or mm the performance or
observance, of any maternial obligation or condition of any matenial Contractual Obligation,
unless, but only as long as, the existence of such default 1s being contested by the Borrower or
such Subsidiary 1n good faith by appropnate proceedings and adequate reserves n respect thereof
have been etablhished to the extent required by GAAP, or (u) allow any Communications
License, CATV Franchise or PUC Authorization of the Borrower or of any Subsidiary of the
Borrower to be revoked, suspended, cancelled or otherwise termunated and such revocation,
suspension, cancellation or termination would have a Matenal Adverse Effect.

Section 9.2 Remedies

Duning the continuance of any Event of Default, the Admnistrative Agent
(a) may, and, at the request of the Requisite Lenders, shall, by notice to the Borrower declare that
all or any portion of the Commmtments be termunated, whereupon the obligation of each Lender to
make any Term Loan shall immediately termunate and (b) may and, at the request of the Requisite
Lenders, shall, by notice to the Borrower, declare the Term Loans, all interest thereon and all
other amounts and Obligations payable under this Agreement to be forthwith due and payable,
whereupon the Term Loans, all such interest and all such amounts and Oblhigations shall become
and be forthwith due and payable, without presentment, demand, protest or further notice of any
kind, all of which are hereby expressly waived by the Borrower; provided, however, that upon the
occurrence of the Events of Default specified in Section 9 1(f) (Events of Default), (x) the
Commitments of each Lender to make Term Loans and the commitments of each Lender shall
each automatically be terminated and (y) the Term Loans, all such mterest and all such amounts
and Oblgations shall automatically become and be due and payable, without presentment,
demand, protest or any notice of any kind, all of which are hereby expressly waived by the
Borrower In addition to the remedies set forth above, the Administrative Agent may exercise
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any remedies provided for by the Collateral Documents 1n accordance with the terms thereof or
any other remedies provided by applicable law 1n each case, subject to the terms of the

Intercreditor Agreement -
Section 9.3 Regulatory Approvals

(2) Upon any action by the Admumstrative Agent or Collateral Agent to
commence the exercse of remedies hereunder or under the other Loan Documents, the Borrower
hereby undertakes, and agrees to cause each of its Subsidianes to undertake, to cooperate and join
with the Admumstrative Agent or Collateral Agent n any application to any regulatory body
(including the KCC or any PUC), administrative agency, court or other forum, with respect
thereto and to provide such assistance i connection therewith as the Admnistrative Agent or the
Collateral Agent may request, including the preparation of filings and appearances of officers and
employees of the Borrower or any of 1ts Subsidianies before any Governmental Authonty, m each
case, 1n support of any such application made by the Admunistrative Agent or the Collateral
Agent and the Borrower shall not, nor shall the Borrower permut any of its Subsidiaries to,
directly or mdirectly, oppose any such action by the Administrative Agent or the Collateral Agent
before any Governmental Authonty.

Section 9.4 Rescission

If at any time after termunation of the Commutments or acceleration of the
matunity of the Term Loans, the Borrower shall pay all arrears of interest and all payments on
account of princtpal of the Term Loans that shall have become due otherwise than by acceleration
(with 1nterest on principal and, to the extent permutted by law, on overdue interest, at the rates
specified herem) and all Events of Default and Defaults (other than non-payment of principal of
and accrued interest on the Term Loans due and payable solely by virtue of acceleration) shall be
remedied or warved pursuant to Section 11 1 (Amendments, Waivers, Etc ), then upon the wrnitten
consent of the Requisite Lenders and written notice to the Borrower, the termnation of the
Commitments or the acceleration and therr consequences may be rescinded and annulled;
provided, however, that such action shall not affect any subsequent Event of Default or Default or
impair any right or remedy consequent thereon. The provisions of the preceding sentence are
intended merely to bind the Lenders to a dectsion that may be made at the election of the
Requisite Lenders, and such provisions are not intended to benefit the Borrower and do not give
- the Borrower the nght to require the Lenders to rescind or annul any acceleration hereunder, even
if the conditions set forth herein are met

ARTICLE X

THE ADMINISTRATIVE AGENT

Section 10.1  Authorization and Action

(a) Each Lender hereby appomnts Credit Suisse, acting through one or more
of 1ts branches, as the Administrative Agent and the Collateral Agent hereunder, and each Lender
authonizes the Administrative Agent and the Collateral Agent to take such action as agent on their
behalf and to exercise such powers under this Agreement and the other Loan Documents as are
delegated to the Admumstrative Agent or the Collateral Agent, as applicable, under such
agreements and to exercise such powers as are reasonably mcidental thereto Without limiting
the foregoing, each Lender hereby authorizes the Admimstrative Agent and the Collateral Agent
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to execute and deliver, and to perform its respective obligations under, each of the Loan
Documents to which it 1s a party, to exercise all nghts, powers and remedies that the
Admimstrative Agent or the Collateral Agent, as applicable, may have under such Loan
Documents and, mn the case of the Collateral Agent with respect to the Collateral Documents, to
act as agent for the Lenders and the other Secured Parttes under such Collateral Documents. In
particular, each Lender agrees to the terms of the Intercreditor Agreement and to be bound by the
terms thereof as 1f 1t were a party thereto (including Section 5 6 thereof).

) As to any matters not expressly provided for by this Agreement and the
other Loan Documents (including enforcement or collection), the Administrative Agent and the
Collateral Agent shall not be required to exercise any discretion or take any action, but shall be
required to act or to refrain from acting (and shall be fully protected 1n so acting or refraimning
from acting) upon the nstructions of the Requisite Lenders, and such instructions shall be binding
upon all Lenders; provided, however, that the Admimistrative Agent and the Collateral Agent
shall not be required to take any action that (1) the Admnistrative Agent or the Collateral Agent
m good faith believes exposes it to personal hability unless 1t recerves an mdemnification
satisfactory to 1t from the Lenders with respect to such action or (1) 1s contrary to this Agreement
or applicable law The Admumstrative Agent and the Collateral Agent each agree to give to each
Lender prompt notice of each notice given by any Loan Party pursuant to Arficle IT hereof or as
otherwise expressly required by the terms of this Agreement or the other Loan Documents

©) In performing its functions and duties hereunder and under the other
Loan Documents, each of the Admimstrative Agent and the Collateral Agent 1s acting solely on
behalf of the Lenders except to the hrmted extent provided in Section 2.7(b) (Evidence of Debt),
and therr respective duties are entirely admmistrative in nature. Neither the Adminstrative Agent
nor the Collateral Agent assume and shall not be deemed to have assumed any obligation other
than as expressly set forth heremn and 1n the other Loan Documents or any other relationship as
the agent, fiduciary or trustee of or Br any Lender or holder of any other Obligation. The
Administrative Agent and the Collateral Agent may perform any of 1its duties under any Loan
Document by or through its agents or employees.

(d) The Arranger shall have no obhgations or duties whatsoever n such
capacity under this Agreement or any other Loan Document and shall mcur no liability hereunder
or thereunder m such capacity.

Section 10.2  Reliance by Agents, Etc.

None of the Admumistrative Agent, the Collateral Agent, nor any of therr
respective Affiliates a any of their respective directors, officers, agents or employees shall be
hiable for any action taken or omutted to be taken by 1t, him, her or them under or n cormection
with this Agreement or the other Loan Documents, except for 1ts, his, her or their own gross
neghgence or willful misconduct Without hmiting the foregomng, the Admunistrative Agent and
the Collateral Agent (a) may treat the payee of any Note as 1ts holder until such Note has been
assigned mn-accordance with Section 2 4 (Evidence of Deby), (b) may rely on the Regster to the
extent set forth m Section 11.2 (Assignments and Participations), (c) may consult with legal
counsel (including counsel to the Borrower or any other Loan Party), mdependent public
accountants and other experts selected by 1t and shall not be liable for any action taken or omutted
to be taken 1n good faith by 1t_1n accordance with the advice of such counsel, accountants or
experts, (d) makes no warranty or representation to any Lender and shall not be responsible to
any Lender for any statements, warranties or representations made by or on behalf of the
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Borrower -or any of its Subsidiaries 1n or n connection with this Agreement or any other Loan
Document, (¢) shall not have any duty to ascertan or to mquire either as to the performance or
observance of any term, covenant or condition of this Agreement or any other Loan Document, as
to the financial condition of any Loan Party or as to the existence or possible existence of any
Default or Event of Default, (f) shall not be responsible to any Lender for the due execution,
legality, vahdity, enforceability, genuineness, sufficiency or value of, or the attachment,
. perfection or prionty of any Lien created or purported to be created under or 1n connection with,
~ this Agreement, any other Loan Document or any other mnstrument or document furnished
pursuant hereto or thereto and (g) shall incur no hability under or n respect of this Agreement or
any other Léan Document by acting upon any notice, consent, certificate or other instrument or
writing (Which wniting may be a telecopy or electronic mail) or any telephone message beheved
by 1t to be genuine and signed or sent by the proper party or parties

Section 10.3  Posting of Approved Electronic Communications

(a) Each of the Lenders and the Borrower agree, and the Borrower shall
cause each Guarantor to agree, that the Administrative Agent and the Collateral Agent may, but
shall not be obhigated to, make the Approved Electronic Communications available to the Lenders
by posting such Approved Electronic Communications on Intralinks™ or a substantially simular
electronic platform chosen by the Admumistrative Agent and the Collateral Agent to be 1ts
electronic transmussion system (the “Approved Electronic Platform”™)

(b) Although the Approved Electronic Platform and its primary web portal
are secured with generally-applicable secunty procedures and policies implemented or modified
by the Admimstrative Agent from time to time (including, as of the Closing Date, a dual firewall
and a User ID/Password Authorization System) and the Approved Electronic Platform 1s secured
through a single -user-per-deal authorization method whereby each user may access the Approved
Electromc Platform only on a deakby-deal basis, each of the Lenders and the Borrower
acknowledges and agrees, and the Borrower shall cause each Guarantor to acknowledge and
agree, that the distnibution of matenal through an electrome medium 1s not necessanly secure and
that there are confidentiality and other nisks associated with such dstribution. In consideration
for the convemence and other benefits afforded by such distibution and for the other
consideration provided hereunder, the receipt and sufficiency of which 1s hereby acknowledged,
cach of the Lenders and the Borrower hereby approves, and the Borrower shall cause each
Guarantor to approve, distribution of the Approved Electronic Communications through the
Approved Electronic Platform and understands and assumes, and the Borrower shall cause each
Guarantor to understand and assume, the risks of such distribution

© The Approved Electronic Communications and the Approved Electronic
Platform are provided “as i1s” and “as available”. None of the Admunstrative Agent, the
Collateral Agent or any of their respective Affiliates or any of their respective officers, directors,
employees, agents, advisors or representatives (the “Agent Affiliates™) warrant the accuracy,
adequacy or completeness of the Approved Electronic Communications and the Approved
Electronic Platform and each expressly disclaims hability for errors or omussions 1n the Approved
Electromic Communications and the Approved Electromc Platform No Warranty of any kind,
express, mpled or statutory (including any warranty of merchantability, fitness for a particular
purpose, non-infringement of third party rights or freedom from viruses or other code defects) 1s
made by the agent affiliates 1n connection with the approved electronic communications or the
approved electronic platform -
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(d) Each of the Lenders and the Borrower agree, and the Borrower shall
cause each Guarantor to agree, that the Administrative Agent and the Collateral Agent may, but
(except as may be required by applicable law) shall not be obhgated to, store the Approved
Electromc Communications on the Approved Electronic Platform m accordance with the
Admunistrative Agent’s generally-applicable document retention procedures and policies.

Section 10.4  The Agents Individually

With respect to 1ts Ratable Portion, each Agent that 1s a Lender shall have and
may exercise the same nights and powers hereunder and is subject to the same obligations and
liabilities as and to the extent set forth heremn for any other Lender The terms “Lenders”,
“Requisite Lenders” and any simlar terms shall, unless the context clearly otherwise indcates,
mclude each Agent m 1its individual capacity as a Lender or as one of the Requisite Lenders.
Each Agent and each of 1ts Affiliates may accept deposits from, lend money to, and generally
engage 1 any kind of banking, trust or other business with, any Loan Party as 1f such Agent were
not acting as an Agent.

Section 10.5  Lender Credit Decision

Each Lender acknowledges that 1t shall, independently and without reliance upon
any Agent or any other Lender conduct its own independent investigation of the financial
condition and affairs of the Borrower and each other Loan Party in comnection with the making
and continuance of the Term Loans Each Lender also acknowledges that 1t shall, independently
and without reliance upon the Agents or any other Lender and based on such documents and
mformation as 1t shall deem approprate at the time, continue to make its own credit decisions n
taking or not taking action under this Agreement and other Loan Documents.

Section 10.6  Indemnification

Each Lender agrees to indemnify the Admunistrative Agent, the Collateral Agent
and, in each case, each of its Affiliates, and each of their respective directors, officers, employees,
agents and advisors (to the extent not reimbursed by the Borrower), from and agamst such
Lender’s aggregate Ratable Portion of any and all habilities, obligations, losses, damages,
penalties, actions, judgments, suits, costs, expenses and disbursements (including reasonable fees,
expenses and disbursements of financial and legal advisors) of any kind or nature whatsoever that
may be imposed on, incurred by, or asserted agamst, the Admnistrative Agent, the Collateral
Agent or any of its Affiliates, directors, officers, employees, agents and advisors in any way
relating to or artsing out of this Agreement or the other Loan Documents or any action taken or
omitted by the Admmmistrative Agent or the Collateral Agent under this Agreement or the other
Loan Documents; provided, however, that no Lender shall be liable for any portion of such
liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, €xpenses or
disbursements resulting from the Administrative Agent’s or Collateral Agent’s or such Affiliate’s
gross neghgence or willful misconduct Without limiting the foregoing, each Lender agrees to
remburse the Admimstrative Agent and Collateral Agent promptly upon demand for 1ts ratable
share of any out-of-pocket expenses (including reasonable fees, expenses and disbursements of
financial and legal advisors) incurred by the Admnistrative Agent or the Collateral Agent 1n
connection with the preparation, execution, delivery, adnunistration, modification, amendment or
enforcement (whether through negotiations, legal proceedings or otherwise) of, or legal advice 1n
respect of 1ts nghts or responsibilities under, this Agreement or the other Loan Documents, to the
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extent that the Administrative Agent or the Collateral Agent 1s not reimbursed for such expenses
by the Borrower or another Loan Party.

Section 10.7  Successor Agents _

The Admnistrative Agent and the Collateral Agent may resign at any time by
giving written notice thereof to the Lenders and the Borrower. Upon any such resignation, the
Requisite Lenders shall have the nght to appoint a successor Admimstrative Agent or Collateral
Agent, as applicable. If no successor Admmistrative Agent or Collateral Agent shall have been
so appointed by the Requisite Lenders, and shall have accepted such appomntment, within 30 days
after the retinng Agent’s giving of notice of resignation, then the retinng Agent may, on behalf of
the Lenders, appoint a successor Admunistrative Agent or Collateral Agent, as apphcable,
selected from among the Lenders. Upon the acceptance of any appointment as Admimistrative
Agent by a successor Administrative Agent or as Collateral Agent by a successor Collateral
Agent, such successor Agent shall succeed to, and become vested with, all the nghts, powers,
privileges and duties of the applicable retinng Agent, and the retinng Agent shall be discharged
from 1ts duties and obhigations under this Agreement and the other Loan Documents. Prior to any
retinng Agent’s resignation hereunder as Admimistrative Agent or Collateral Agent, the retiring
Agent shall take such action as may be reasonably necessary to assign to the successor Agent its
nghts as Admimstrative Agent or Collateral Agent, as apphcable, under the Loan Documents.
After such resignation, any retinng Agent shall continue to have the benefit of this Article X as to
any actions taken or omutted to be taken by 1t while 1t was Administrative Agent or Collateral
Agent, as apphicable, under this Agreement and the other Loan Documents. If no Person has
accepted the appointment as successor Collateral Agent, as provided above, the Admiistrative
Agent shall succeed to, and become vested with, all the nghts, powers, privileges and duties of, -
the applicable retiring Collateral Agent effective upon its resignation until a successor Collateral
Agent has been appointed 1n accordance with the terms hereof. If no Person has accepted the
appomntment as successor Admimstrative Agent or the Administrative Agent has not succeeded a
retinng Collateral Agent, n each case, as provided above, the Requisite Lenders shall succeed to,
and become vested with, all the nghts, powers, privileges and duties of, the applicable retiring
Agent effective upon 1ts resignation

Section 10.8  Concerning the Collateral and the Collateral Documents

(a) Each Lender agrees that any action taken by the Administrative Agent,
the Collateral Agent or the Requisite Lenders (or, where required by the express terms of this
Agreement, a greater proportion of the Lenders) n accordance with the provisions of this
Agreement, the other Loan Documents and the exercise by the Admmstrative Agent, the
Collateral Agent or the Requisite Lenders (or, where so required, such greater proportion) of the
powers set forth heremn or therein, together with such other powers as are reasonably incidental
thereto, shall be authorized and binding upon all of the Lenders and other Secured Parties.
Without limuting the generality of the foregoing and, n each case, subject to Section 107
(Successor Agents), (1) the Admmmistrative Agent shall have the sole and exclusive nght and
authonty to act as the disbursing and collecting agent for the Lenders with respect to all payments
and collections anising 1n connection herewith and with the Collateral Documents, (1) the
Collateral Agent shall have the sole and exclusive nght and authonty to (A) execute and deliver
each Collateral Document and accept delivery of each such agreement delivered by the Borrower
or any of its Subsidianes, (B) act as collateral agent for the Lenders and the other Secured Parties
for purposes of the perfection of all secunty nterests and Liens created by such agreements and
all other purposes stated therem, provided, however, that the Collateral Agent hereby appoints,
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authorizes and directs each Lender to act as collateral sub-agent for the Admunistrative Agent and
the Lenders for purposes of the perfection of all security nterests and Liens with respect to the
Collateral, including any Deposit Accounts maintained by a Loan Party with, and cash and Cash
Equivalents held by, such Lender, (C) manage, supervise and otherwise deal with the Collateral
and (D) take such action as 1s necessary or desirable to maintain the perfection and prionty of the
security interests and Liens created or purported to be created by the Collateral Documents and
(i) the Admmustrative Agent, and the Collateral Agent at the direction of the Admimistrative
Agent, shall have the exclusive nght and authority to (except as may be otherwise specifically
restricted by the terms hereof or of any other Loan Document) exercise all remedies given to the
Admnistrative Agent, the Lenders and the other Secured Parties with respect to the Collateral
under the Loan Documents relating thereto, applicable law or otherwise.

(b) Each of the Lenders hereby consents to the release and hereby directs, m
accordance with the terms hereof, the Administrative Agent and the Collateral Agent to release
(or, n the case of clause (1) below, release or subordinate) any Lien held by the Administrative
Agent or the Collateral Agent for the benefit of the Lenders agamst any of the following.

)] all of the Collateral and all Loan Parties, upon termmation of the
Commuitments and payment and satisfaction n full of all Term Loans and all other
Obligations that the Admunistrative Agent has been notified n writing are then due and
payable;

1) any assets that are subject to a Lien permitted by Section 8 2(d)
or (e) (Liens, Erc),

() any part of the Collateral sold or disposed of by a Loan Party 1f
such sale or disposition 1s permutted by this Agreement (or permutted pursuant to a warver
of or consent to a transaction otherwise prohibited by this Agreement); and

(v) any assets, Collateral or Loan Parties to the extent required by
the Intercreditor Agreement.

Each of the Administrative Agent and the Lenders hereby directs the Collateral Agent to execute
and delwver or file such termmation and partial release statements and do such other things as are
necessary to release Liens to be released pursuant to this Section 10 8 promptly upon the
effectiveness of any such release.

Section 10.9  Actions by the Collateral Agent

The Collateral Agent shall take, or refrain from taking, any action as directed 1n
wnting by the Admumustrative Agent Notwithstanding anything to the contrary provided herein
or 1n the Collateral Documents, the Collateral Agent shall not be obligated to take, or reframn from
taking, any action (a) to the extent the Collateral Agent has received a written advice from its
counsel that such action 1s m conflict with any applicable law, Collateral Document or order of
any Governmental Authorty or (b) with respect to which the Collateral Agent, 1n 1ts reasonable
Judgment, has not received adequate secunty or indemmity hereunder or under the Collateral
Documents. Nothing n this Section 109 shall impair the nght of the Collateral Agent n 1its
discretion to take or omit to take any action which 1s deemed proper by the Collateral Agent
under the Collateral Documents or the Intercreditor Agreement and which 1t believes in good
faith 1s not mconsistent with any direction of the Administrative Agent delivered pursuant to this

NY2 \I541323\ 75 1@]17' DOCW2165 0125 94



2™ LIEN CREDIT AGREEMENT
KNOLOGY, INC.

Section 10.9; provided, however, the Collateral Agent shall not be under any obligation to take
any discretionary action under the provisions of this Agreement or any other Collateral Document
" unless so directed by the Admunistrative Agent. The Collateral Agent shall be obliged to perform
only such duties as are specifically set forth in this Agreement or any Collateral Document, and
no 1mplied covenants or obligations shall be read into this Agreement or any Collateral Document
aganst the Collateral Agent The Collateral Agent shall, upon receipt of any written direction
pursuant to this Section 10 9, exercise the rights and powers vested 1n it by any Collateral
Document with respect to such direction, and the Collateral Agent shall not be hable with respect
to any action taken or omutted in accordance with such direction. If the Collateral Agent shall
seek directions from the Admmistrative Agent or the Requisite Lenders with respect to any action
under any Collateral Document or the Intercreditor Agreement, the Collateral Agent shall not be
required to take, or refrain from taking, such action until 1t shall have received such direction. The
Collateral Agent shall not agree to amend or modify the Intercreditor Agreement without the
consent of the Requisite Lenders or, in the case of any amendment or other modifications to the
definition of “Cap Amount” or “First Lien Obligations” under the Intercreditor Agreement, the
consent of 100% of the Lenders hereunder The Collateral Agent’s sole duty with respect to the
custody, safekeeping and physicalpreservation of the Collateral 1n 1ts possession shall be to deal
with 1t in the same manner as with simlar property for its own account. The powers conferred on
the Collateral Agent hereunder and under the Collateral Documents are solely to protect the
Collateral Agent’s interest i the Collateral (for itself and for the benefit of the Secured Parties)
and, except as expressly set forth herein, shall not impose any duty upon the Collateral Agent to
exercise any such powers The Collateral Agent shall te accountable only for amounts that 1t
actually receives as a result of the exercise of such powers at the direction of the Administrative
Agent, and neither the Collateral Agent nor any of its officers, directors, employees or agents
shall be responsible to any Secured Party or any Loan Party for any act or failure to act
hereunder, except for 1ts own gross neghgence or willful misconduct.

Section 10.10 Collateral Matters Relating to Related Obligations

The benefit of the Loan Documents and of the provisions of this Agreement
relating to the Collateral shall extend to and be available 1n respect of any Secured Obligation
ansing under any Hedging Contract that 1s a Loan Document or that 1s otherwise owed to Persons
other than the Administrative Agent, the Collateral Agent and the Lenders (collectively, “Related
Obligations”) solely on the condition and understanding, as among the Administrative Agent, the
Collateral Agent and all Secured Parties, that (a) the Related Obligations shall be entitled to the
benefit of the Loan Documents and the Collateral to the extent expressly set forth in this
Agreement and the other Loan Documents and to such extent the Collateral Agent shall hold, and
have the night and power to act with respect to, the Guaranty and the Collateral on behalf of and
as agent for the holders of the Related Obligations, but the Collateral Agent 1s otherwise acting
solely as agent for the Lenders and shall have no fiduciary duty, duty of loyalty, duty of care,
duty of disclosure or other obhigation whatsoever to any holder of Related Obhgations, (b) all
matters, acts and ormussions relating 1n any manner to the Guaranty, the Collateral, or the
omission, creation, perfection, priority, abandonment or release of any Lien, shall be governed
solely by the provisions of this Agreement and the other Loan Documents and no separate Lien,
night, power or remedy shall anse or exist m favor of any Secured Party under any separate
Instrument or agreement or in respect of any Related Obligation, (c) each Secured Party shall be .
bound by all actions taken or omutted, in accordance with the provisions of this Agreement and
the other Loan Documents, by the Administrative Agent, the Collateral Agent and the Requisite
Lenders, each of whom shall be entitled to act at 1ts sole discretion and exclusively n its own
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interest given 1ts own Commutments and 1ts own interest 1n the Term Loans and other Obligations
to 1t ansing under this Agreement or the other Loan Documents, without any duty or liability to
any other Secured Party or = to any Related Obhgation and without regard to whether any
Related Obligation remains outstanding or 1s deprived of the benefit of the Collateral or becomes
unsecured or 1s otherwise affected or put in jeopardy thereby, (d) no holder of Related
Obhigatons and no other Secured Party (except the Administrative Agent, the Collateral Agent
and the Lenders to the extent set forth n this Agreement) shall have any right to be notified of, or
to direct, require or be heard with respect to, any action taken or omtted m respect of the
Collateral or under thuis Agreement or the Loan Documents and () no holder of any Related
Obligation shall exercise any night of setoff, banker’s lien or simular nght except to the extent
provided 1n Section 11 6 (Right of Set-off) and then only to the extent such right 1s exercised 1n
compliance with Section 11 7 (Sharing of Payments, Etc ).

ARTICLE XI
MISCELLANEOUS
Section 11.1  Amendments, Waivers, Etc.

(a) No amendment or waiver of any provision of this Agreement or any
other Loan Document nor consent © any departure by any Loan Party therefrom shall in any
event be effective uniess the same shall be n writing and (x) in the case of an amendment to cure
any ambiguity, omussion, defect or inconsistency, signed by the Adrmunistrative Agent and the
Borrower, (y) 1n the case of any such warver or consent, signed by the Requisite Lenders (or by
the Admmistrative Agent with the consent of the Requisite Lenders) and (z) 1n the case of any
other amendment, by the Requisite Lenders (or by the Admnistrative Agent with the consent of
the Requisite Lenders) and the Borrower, and then any such waiver or consent shall be effective
only m the specific instance and for the specific purpose for which given; provided, however, that
no amendment, waiver or consent shall, unless m wnting and signed by each Lender directly
affected thereby, m addition to the Requisite Lenders (or the Admmistrative Agent with the
consent thereof), do any of the following

)] waive any condition specified m Section 31 (Conditions
Precedent to Imiial Loans), except with respect to a condition based upon another
provision hereof, the waiver of which requires only the concurrence of the Requisite
Lenders and, in the case of the conditions specified m Section 3 1 (Conditions Precedent
to Immnal Loans), subject to the provisions of Section 3 2 (Determinations of Imnal
Borrowing Conditions),

() ncrease the Commutment of such Lender or subject such Lender
to any additional obligation, .

() extend the scheduled final matunty of any Term Loan owing to
such Lender, or watve, reduce or postpone any scheduled date fixed for the payment or
reduction of principal or interest of any such Term Loan or fees owing to such Lender (it

) beng understood that Secfion 26 (Mandatory Prepayments) does not provide for
scheduled dates fixed for payment) or for the reduction of such Lender’s Commitment,

NY2\I1541323U7\X1@)17' DOCW2165 0125 96



2" LIEN CREDIT AGREEMENT
KNoLOGY, INC.

v) reduce, or release the Borrower from 1ts obligations to repay, the
principal amount of any Term Loan owing to such Lender (other than by the payment or
prepayment thereof);

) reduce the rate of interest on any Term Loan outstanding and
owmg to such Lender or any fee payable hereunder to such Lender,

v) expressly subordinate any of the Secured Obhgations or any
Liens securing the Secured Obligations (other than as provided by the Intercreditor
Agreement),

(vi)  postpone any scheduled date fixed for payment of interest or fees
owing to such Lender or warve any such payment,

(vu1)  change the aggregate Ratable Portions of Lenders required for
any or all Lenders to take any action hereunder;

(x) release all or substantially all of the Collateral except as provided
m Section 10 8(b) (Concerning the Collateral and the Collateral Documents) or release
the Borrower from 1ts payment obhigation to such Lender under this Agreement or the
Notes owing to such Lender (if any) or release any Guarantor from its obligations under
the Guaranty except i connection with the sale or other disposition of a Guarantor (or all
or substantially all of the assets thereof) permutted by this Agreement (or permitted
pursuant to a waiver or consent of a transaction otherwise prohibited by this Agreement)
and provided that any proceeds from such sale or disposition are apphed as required
hereby, or

x) amend Section 10 8(b) (Concerming the Collateral and the
Collateral Documents), Section 11.7 (Sharing of Payments, Etc.), this Section 111 or
erther definition of the terms ‘Requisite Lenders” or “Ratable Portion”; and provided,
further, that @) any modification of the apphcation of payments to the Term Loans
pursuant to Section 2 6 (Mandatory Prepayments) shall require the consent of the
Requisite Lenders, (x) no amendment, waiver or consent shall, unless 1n writing and
signed by any Special Purpose Vehicle that has been granted an option pursuant to
Section 11.2(e) (Assignments and Participations), affect the grant or nature of such
option or the nght or duties of such Special Purpose Vehicle hereunder, and (y) no
amendment, waiver or consent shall, unless in wniting and signed by the Admuinistrative
Agent m addition to the Lenders required above to take such action, affect the nghts or
duties of the Administrative Agent under this Agreement or the other Loan Documents,
and provided, further, that the Admiistrative Agent may, with the consent of the
Borrower, amend, modify or supplement this Agreement to cure any ambiguity,
ormussion, defect or inconsistency, so long as such amendment, modification or
supplement does not adversely affect the nghts of any Lender

(b) The Admunistrative Agent may, but shall have no obligation to, with the
written concurrence of any Lender, execute amendments, modifications, waivers or consents on
behalf of such Lender Any waiver or consent shall be effective only 1n the specific instance and
for the specific purpose for which 1t was given No notice to or demand on the Borrower m any
case shall entitle the Borrower to any other or further notice or demand 1n simular or other
circumstances
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© If, 1n connection with any proposed amendment, modification, waiver or
termination requiring the consent of any Lender whose consent 1s required 1s not obtained when
"due (each such Lender, a “Non-Consenting Lender”), then,.as long as the Lender acting as the
Admimstrative Agent 1s not a Non-Consenting Lender, at the Borrower’s request (and sole cost
and expense), an Ehgible Assignee acceptable to the Admunistrative Agent shall have the right
with the Admmnistrative Agent’s consent and n the Administrative Agent’s sole discretion (but
shall have no obligation) to purchase from such Non-Consenting Lender, and such Non-
Consenting Lender agrees that 1t shall, upon the Admimstrative Agent’s request, sell and assign
(at the sole cost and expense of the Borrower) to the Lender acting as the Admumistrative Agent or
such Eligible Assignee, all or any portion of the Term Loans of such Non-Consenting Lender for
an amount equal to the principal balance of all Term Loans (including PIK Amounts) held by the
Non-Consenting Lender and all accrued and unpaid interest, fees, unreimbursed costs and
expenses and indemnities with respect thereto through the date of sale p/us an amount equal to the
Applicable Prepayment Premium calculated with respect to the principal amount of the Term
Loans (including PIK Amounts) so purchased as of the date of such purchase; provided, however,
that such purchase and sale shall be recorded 1n the Register maintained by the Admunistrative
Agent and not be effective until (x) the Admnistrative Agent shall have recerved from such
Eligible Assignee an agreement 1n form and substance satisfactory to the Administrative Agent
and the Borrower whereby such Eligible Assignee shall agree to be bound by the terms hereof
and (y) such Non-Consenting Lender shall have received payments of all Term Loans (including
PIK Amounts) held by 1t and all accrued and unpaid mterest, fees, unreimbursed costs and
expenses and indemnities with respect thereto through the date of the sale. Each Lender agrees
that, 1f 1t becomes a Non-Consenting Lender, 1t shall execute and dehver to the Admimistrative
Agent an Assignment an Acceptance to evidence such sale and purchase and shall deliver to the
Admimistrative Agent any Note (if the assigning Lender’s Term Loans are evidenced by Notes)
subject to such Assignment and Acceptance, provided, however, that the failure of any Non-
Consenting Lender to execute an Assignment and Acceptance shall not render such sale and
purchase (and the corresponding assignment) invalid and, such assignment shall be recorded m
the Register and such Non-Consenting Lender shall be deemed to have executed and delivered
such Assignment and Acceptance for all purposes of this Agreement and the other Loan
Documents.

Section 11.2  Assignments and Participations

(a) Each Lender may sell, transfer, negotiate or assign to one or more
Ehgible Assignees all or a portion of 1ts nghts and obligations hereunder; provided, however, that
(1) the aggregate amount being assigned pursuant to each such assignment (determuned as of the
date of the Assignment and Acceptance with respect to such assignment) shall in no event (if less
than the assigning Lender’s entire interest) be less than $1,000,000 or an mtegral multiple of
$100,000 1n excess thereof (treating multiple, simultaneous assignments by or to two or more
Approved Funds which are Affiliates or share the same (or affiliated) manager a advisor as a
single assignment for purposes of this clause (a)), except that such mmimum amounts shall not
apply 1f (A) the Borrower and the Admimstrative Agent consent or (B) 1f such assignment 1s
being made to a Lender or an Affiliate or Approved Fund of such Lender, and (1) if such Elgible
Assignee 1s not, prior to the date of such assignment, a Lender or an Affiliate or Approved Fund
of a Lender, such assignment shall be subject to the prior consent of the Admimstrative Agent
(which consent shall not be unreasonably withheld or delayed), provided, however, that if such
assignment causes any Person (other than CSFB or an Affiliate of CSFB), together with any
Affiliates of such Person, to hold in excess of 50% of the principal amount of the Obligatons, or

)
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such assignment 1s to a Person (other than CSFB or an Affilate of CSFB) holding 1n excess of
50% of the principal amount of the Obligations, such assignment shall be subject to the prior
consent of the Borrower (which consent shall not be unreasonably withheld, delayed or
conditioned).

(b) The parties to each such assignment shall execute and deliver to the
Administrative Agent, for its acceptance and recording 1n the Register, an Assignment and
Acceptance, together with any Note (if the assigming Lender’s Term Loans are evidenced by a
Note) subject to such assignment (such new Note or Notes shall be dated the Closing Date and
shall otherwise be in the form of the Note or Notes replaced thereby) and any admimistrative
questionnarre, tax forms or other documents required by the Admunistrative Agent. Upon 1ts
receipt of an Assignment and Acceptance executed by the assigning Lender and the Eligible
Assignee the Lender or Eligible Assignee shall pay to the Admmistrative Agent a registration and
processing fee of $3,500 for each assignment (except that no such registration and processing fee
shall be payable i the case of (1) an Assignment and Acceptance which 1s electronically executed
and delvered to the Admunistrative Agent via an electronic settlement system (which system
shall imitially be ClearPar LLC) or (11) an Ehgible Assignee which 1s already a Lender or 1s an
Affihate of such Lender in respect of any assignment made pursuant to Section 2 17 (Substitution
of Lenders) and Section 11 1(c) (Amendments, Warvers, Etc)). Commencing on the effective
date specified in such Assignment and Acceptance, (1) the Eligible Assignee thereunder shall
become a party hereto and, to the extent that nghts and obhgations under the Loan Documents
have been assigned to such assignee pursuant to such Assignment and Acceptance, have the
nghts and obligations of a Lender, (1) the Notes (if any) corresponding to the Term Loans
assigned thereby shall be transferred to such assignee by notation 1n the Register and (1) the
assigning Lender thereunder shall, to the extent that rights and obligations under this Agreement
have been assigned by 1t pursuant to such Assignment and Acceptance, relinquish its nights
(except for those surviving the payment i full of the Obligatons) and be released from 1ts
obligations under the Loan Documents, other than those relating to events or circumstances
occumng prior to such assignment (and, 1n the case of an Assignment and Acceptance covering
all or the remamning portion of an assigning Lender’s nghts and obligations under the Loan
Documents, such Lender shall cease to be a party hereto).

(c) The Admmistrative Agent shall maintain at 1its address referred to m
Section 11 8 (Nouices, Etc ) a copy of each Assignment and Acceptance delivered to and accepted
by 1t and shall record 1n the Register the names and addresses of the Lenders and the principal
amount of the Term Loans owing to each Lender from time to time and the Commutments of each
Lender Any assignment pursuant to this Section 1] 2 shall not be effective until such assignment
1s recorded 1n the Register During the term of this Agreement, the Administrative Agent shall
promptly deliver to the Borrower a report following the end of each calendar month summanzing
all assignments made and recorded i the Register duning such month pursuant to this Secrion
112

(d) Upon 1ts receipt of an Assignment and Acceptance executed by an
assigning Lender and an Eligible Assignee, the Administrative Agent shall, 1f such Assignment
and Acceptance has been completed, (1) accept such Assignment and Acceptance, and (11) record
or cause to be recorded the information contained theremn in the Register Within five Business
Days after 1ts receipt of such notice, the Borrower, at 1ts own expense, shall, if requested by such
assignee, execute and deliver to the Admunistrative Agent new Notes to the order of such assignee
In an amount equal to the Commutments and Term Loans assumed by 1t pursuant to such
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Assignment and Acceptance and, if the assigning Lender has surrendered any Note for exchange
1n connection with the assignment and has retained Commuitments or Term Loans hereunder, new
Notes to the order of the assigning Lender n an amount equal to the Commitments and Term
Loans retained by 1t hereunder Such new Notes shall be dated the same date as the surrendered
Notes and be 1n substantially the form of Exhibit B (Form of Term Note).

(e) Each Lender may sell participations to one or more Persons 1n or to all or
a portion of 1ts nghts and obhgations under the Loan Documents. The terms of such participation
shall not, m any event, require the participant’s consent to any amendments, waivers or other
modifications of any provision of any Loan Documents, the consent to any departure by any Loan
Party therefrom, or to the exercising or reframning from exercising any powers or rights such
Lender may have under or 1n respect of the Loan Documents (including the nght to enforce the
obligations of the Loan Parties), except if any such amendment, warver or other modification or
consent would (1) reduce the amount, or postpone any date fixed for, any amount (whether of
pnincipal, mterest or fees) payable to such participant under the Loan Documents, to which such
participant would otherwise be entitled under such participation or (n) result 1n the release of all
or substantially all of the Collateral other than n accordance with Section 10 8(b) (Concerning
the Collateral and the Collateral Documents) In the event of the sale of any participation by any
Lender, (w) such Lender’s obligations under the Loan Documents shall remaimn unchanged, (x)
such Lender shall remain solely responsible to the other parties for the performance of such
obligations, (y) such Lender shall remain the holder of such Obligations for all purposes of this
Agreement and (z) the Borrower, the Administrative Agent and the other Lenders shall continue
to deal solely and directly with such Lender in connection with such Lender’s nghts and
obligations under this Agreement. Each participant shall be entitled to the benefits of Sections
2 15 (Capital Adequacy) and 2 16 (Taxes) and of 2 14(d) (Illegality) as if 1t were a Lender;
provided, however, that anything herein to the contrary notwithstanding, the Borrower shall not,
at any time, be obligated to make under Section 2 12 (Capital Adequacy), 2 13 (Taxes) or 2 11(d)
(lllegality) to the participants in the nights and obligations of any Lender (together with such
Lender) any payment 1n excess of the amount the Borrower would have been obhigated to pay to
such Lender 1n respect of such interest had such participation not been sold, provided, further,
that such participant 1n the nghts and obligations of such Lender shall have no direct nght to
enforce any of the terms of this Agreement against the Borrower, the Administrative Agent or the
other Lenders

6))] The parties to this Agreement acknowledge that the provisions of this
Section 11 2 concerning assignments relate only to absolute assignments and that such provisions
do not prohibit pledges or assignments creating security nterests i the Term Loans or Notes,
mcluding any such pledge or assignment by any Lender to any Federal Reserve. Bank m
accordance with applicable law. ;

Section 11.3  Costs and Expenses

(a) The Borrower agrees upon demand to pay, or reimburse the
Admunistrative Agent and the Collateral Agent for, all of its respective reasonable internal and
external audit, legal, appraisal, valuation, filing, document duplication and reproduction and
mvestigation expenses and for all other reasonable out-of-pocket costs and expenses of every type
and nature (including the reasonable fees, expenses and disbursements of the Admimistrative
Agent’s and Collateral Agent’s counsel, Weil, Gotshal & Manges LLP, local legal counsel,
auditors, accountants, appraisers, prmters, insurance and environmental advisors, and other
consultants and agents) incurred by the Admunistrative Agent or the Collateral Agent 1n
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connection with any of the following* (1) such Agent’s audit and nvestigation of the Borrower
and 1ts Subsidiares 1n connection with the preparation, negotiation or execution of any Loan
Document or Admunistrative Agent’s periodic audits of the Borrower or any of 1ts Subsidianes, as
the case may be, (11) the preparation, negotiation, execution or mnterpretation of this Agreement
(including the satisfaction or attempted satisfaction of any condition set forth in Article IIT
(Condinions To Loans)), any Loan Document or any proposal letter or commitment letter 1ssued
in connection therewith, or the making of the Term Loans hereunder, (i11) the creation, perfection
or protection of the Liens under any Loan Document (including any reasonable fees,
disbursements and expenses for local counsel m various jurisdictions), (1v) the ongomg
adminustration of this Agreement and the Term Loans, including consultation with attorneys 1n
connection therewith'and with respect to such Agent’s rights and responsibilities hereunder and
under the other Loan Documents, (v) the protection, collection or enforcement of any Obligation
or the enforcement of any Loan Document, (v1) the commencement, defense or interventton 1n
any court proceeding relating n any way to the Obhgations, any Loan Party, any of the
Borrower’s Subsidianes, the First Lien Loan Documents, this Agreement or any other Loan
Document, (vu) the response to, and preparation for, any subpoena or request for document
production with which eirther such Agent 1s served or deposition or other proceeding m which
such Agent 1s called to testify, in each case, relating n any way to the Obhgations, any Loan
Party, any of the Borrower’s Subsidiaries, the First Lien Loan Documents, this Agreement or any
other Loan Document or (vin) any amendment, consent, waiver, assignment, restatement, or
supplement to any Loan Document or the preparation, negotiation and execution of the same

) The Borrower further agrees to pay or retmburse each Agent and each of
the Lenders upon demand for all out-of-pocket costs and expenses, including reasonable
attorneys’ fees (including allocated costs of internal counsel and costs of settlement), incurred by
the such Agent or such Lenders in connection with any of the following. (1) in enforcing Loan
Document or Obligation or any secunty therefor or exercising or enforcing any other nght or
remedy available by reason of an Event of Default, (1) refinancing or restructuring of the credit
arrangements provided hereunder in the nature of a “work-ouf’ or any msolvency or
bankruptcy proceeding, (1) n commencing, defending or intervening n any htigation or in filing
a petition, complaint, answer, motion or other pleadings in any legal proceeding relating to the
Obligations, any Loan Party, any of the Borrower’s Subsidianes and related to or ansing out of
the transactions contemplated hereby or by any other Loan Document or First Lien Loan
Document or (iv) in taking any other action m or with respect to any suit or proceeding
(bankruptcy or otherwise) described in clause (1), (11) or (1) above.

Section 11.4  Indemnities

(a) The Borrower agrees to indemnify and hold harmless the Admimistrative
Agent, the Collateral Agent, the Arranger and each Lender (including each Person obligated on a
Hedging Contract that 1s a Loan Document 1f such Person was a Lender, Agent or an Affilate of
an Agent at the time 1t entered 1nto such Hedging Contract) and each of their respective Affiliates,
and each of the directors, officers, employees, agents, trustees, shareholders, controlhing persons,
members, representatives, attorneys, consultants and advisors of or to any of the foregoing
(including those retamned 1n connection with the satisfaction or attempted satisfaction of any
condition set forth in Article IIT (i Conditions To Loans) (each such Person being an “Indemnitee”)
from and against any and all claims, damages, liabilities, obligations, losses, penalties, actions,
Judgments, suits, costs, disbursements and expenses, joint or several, of any kind or nature
(including reasonable fees, disbursements and expenses of financial and legal advisors to any
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such Indemmitee) that may be imposed on, incurred by or asserted against any such Indemnitee 1n
connection with or arising out of any mmvestigation, litigation or proceeding, whether or not such
mvestigation, htigation or proceeding 1s brought by the Borrower, an Affiliate of the Borrower,
any such Indemnitee or any of 1ts directors, security holders or creditors or any such Indemnitee,
director, secunty holder or creditor 1s a party thereto, whether direct, indirect, or consequential
and whether based on any federal, state or local law or other statutory regulation, secunties or
commercial law or regulation, or under common law or in equity, or on contract, tort or
otherwise, in any manner relating to or arising out of this Agreement, any other Loan Document,
any Obhgation, any Disclosure Document, any First Lien Loan Document, or any act, event or
transaction related or attendant to any thereof, or the use or intended use of the proceeds of the
Term Loans or in connection with any mvestigation of any potential matter covered hereby
(collectrvely, the “Indemnified Matters™); provided, however, that the Borrower shall not have
any hability under this Section 11 4 to an Indemmitee with respect to any Indemnified Matter that
has resulted primarily from the gross negligence or willful misconduct of that Indemnitee, as
determined by a court of competent jurisdiction m a final non-appealable judgment or order.
Without himuting the foregoing, “Indemnified Matters” include (1) all Environmental Liabilities
and Costs ansing from or connected with the past, present or future operations of the Borrower or
any of 1ts Subsidianies involving any property subject to a Collateral Document, or damage to real
or personal property or natural resources or harm or injury alleged to have resulted from any
Release of Contarminants on, upon or into such property or any contiguous real estate, (11) any
costs or Liabilities incurred mn connection with any Remedial Action concerning the Borrower or
any of 1ts Subsidianies, (111) any costs or liabilities incurred 1n connection with any Environmental
Lien and (1v) any costs or habilities incurred in connection with any other matter under any
Environmental Law, including the Comprehensive Environmental Response, Compensation and
Liability Act of 1980 (49 U.SC. § %01 er seq.) and applicable state property transfer laws,
whether, with respect to any such matter, such Indemmtee 1s a mortgagee pursuant to any
leasehold mortgage, a mortgagee 1n possession, the successor 1n mterest to the Borrower or any of
its Subsidiaries, or the owner, lessee or operator of any property of the Borrower or any of 1ts
Substdianies by virtue of foreclosure, except, with respect to those matters referred to 1n clauses
(1), (1)), (1) and (1v) above, to the extent (x) incurred following foreclosure by the Admnistrative
Agent, the Collateral Agent or any Lender, or the Admunistrative Agent or any Lender having
become the successor mn interest to the Borrower or any of its Subsidiaries and (y) attributable
solely to acts of the Admimstrative Agent, the Collateral Agent or such Lender or any agent on
behalf of such Agent or such Lender

(b) The Borrower shall indemmfy the Administrative Agent, the Collateral
Agent and the Lenders for, and hold the Admimistrative Agent, the Collateral Agent and the
Lenders harmless from and against, any and all claims for brokerage commussions, fees and other
compensation made against the Admunistrative Agent, the Collateral Agent and the Lenders for
any broker, finder or consultant with respect to any agreement, arrangement or understanding
made by or on behalf of any Loan Party or any of its Subsidiaries in connection with the
transactions contemplated by this Agreement

© The Borrower, at the request of any Indemmutee, shall have the obligation
to defend against any mvestigation, litigation or proceeding or requested Remedial Action, 1n
each case contemplated in clause (a) above, and the Borrower, n any event, may participate n
the defense thereof with legal counsel of the Borrower’s choice In the event that such
indemnitee requests the Borrower to defend agamst such mvestigation, litigation or proceeding or
requested Remedial Action, the Borrower shall promptly do so and such Indemnitee shall have

NY2\I541323\ \X1@117' DOCU2165 0125 102



-2™® LIEN CREDIT AGREEMENT
KNOLOGY, INC

the night to have legal counsel of its choice participate mn such defense No action taken by legal
counsel chosen by such Indemmtee n defending agamst any such mvestigation, liigation or
proceeding or requested Remedial Action, shall vitiate or n any way impair the Borrower’s
obligation and duty hereunder to indemnify and hold harmless such Indemnitee

d) The Borrower agrees that any indemmification or other protection
provided to any Indemnitee pursuant to this Agreement (including pursuant to this Section 1] 4)
or any other Loan Document shall (1) survive payment 1n full of the Obligations and (11) 1nure to
the benefit of any Person that was at any time an Indemmitee under this Agreement or any other
Loan Document

Section 11.5  Limitation of Liability

(a) The Borrower agrees that no Indemmitee shall have any liabihty (whether
1n contract, tort or otherwise) to any Loan Party or any of their respective Subsidiaries or any of
their respective equity holders or creditors for or n connection with the transactions contemplated
hereby and 1n the other Loan Documents and First Lien Loan Documents, except to the extent
such hability 1s determmed m a final non-appealable Judgment by a court of competent
jurisdiction to have resulted pnmarily from such Indemmitee’s gross negligence or willful
musconduct. In no event, however, shall any Indemnitee be liable on any theory of hability for
any special, indirect, consequential or pumitive damages (including any loss of profits, business or
anticipated savings). The Borrower hereby waives, releases and agrees (each for itself and on
behalf of its Subsidianies) not to sue upon any such claim for any special, indirect, consequential
or pumtive damages, whether or not accrued and whether or not known or suspected to exist 1n 1ts
favor.

() IN NO EVENT SHALL ANY AGENT AFFILIATE HAVE ANY
LIABILITY TO ANY LOAN PARTY, LENDER OR ANY OTHER PERSON FOR DAMAGES
OF ANY KIND, INCLUDING DIRECT OR INDIRECT, SPECIAL, INCIDENTAL OR
CONSEQUENTIAL DAMAGES, LOSSES OR EXPENSES (WHETHER IN TORT OR
CONTRACT OR OTHERWISE) ARISING OUT OF ANY LOAN PARTY OR ANY AGENT
AFFILIATE’S TRANSMISSION OF APPROVED ELECTRONIC COMMUNICATIONS
THROUGH THE INTERNET OR ANY USE OF THE APPROVED ELECTRONIC
PLATFORM, EXCEPT TO THE EXTENT SUCH LIABILITY OF ANY AGENT AFFILIATE
IS FOUND IN A FINAL NON-APPEALABLE JUDGMENT BY A COURT OF COMPETENT
JURISDICTION TO HAVE RESULTED PRIMARILY FROM SUCH AGENT AFFILIATE’S
GROSS NEGLIGENCE OR WILLFUL MISCONDUCT.

Section 11.6  Right of Set-off

Upon the occurrence and dunng the continuance of any Event of Default each
Lender and each Affihate of a Lender 1s hereby authorized at any time and from time to time, to
the fullest extent permutted by law, to set off and apply any and all deposits (general or special,
time or demand, provisional or final) at any time held and other Indebtedness at any ttme owing
by such Lender or 1ts Affilates to or for the credit or the account of the Borrower against any and
all of the Obhgations now or hereafter existing whether or not such Lender shall have made any
demand under this Agreement or any other Loan Document and even though such Obligations
may be unmatured. Each Lender agrees promptly to notify the Borrower after any such set-off
and application made by such Lender or 1ts Affiliates, provided, however, that the failure to give
such notice shall not affect the validity of such set-off and application The nghts of each Lender
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under this Section 11 6 are m addition to the other nights and remedies (including other nghts of
set-off) that such Lender may have.

Section 11.7 Sharing of Payments, Etc.

(@ If any Lender (directly or through an Affiliate thereof) obtains any
payment (whether voluntary, involuntary, through the exercise of any night of set-off (including
pursuant-to Section 11 6 (Right of Set-off) or otherwise) of the Term Loans owing to it, any
interest thereon, fees 1n respect thereof or amounts due pursuant to Section 11 3 (Costs and
Expenses) or 114 (Indemmmties) (other than payments pursuant to Section2 11 (Special
Provisions Goverming Eurodollar Rate Loans), 2 12 (Capital Adequacy) or 2 13 (Taxes) or
otherwise receives any Collateral or any “Proceeds™ (as defined 1n the Pledge and Secunty
Agreement) of Collateral (other than payments pursuant to Section 2 11 (Special Provisions
Goverming Eurodollar Rate Loans), 2 15 (Capital Adequacy) or 2 16 (Taxes) (in each case,
whether voluntary, mvoluntary, through the exercise of any night of set-off or otherwise
(including pursuant to Section 11.6 (Right of Set-off))) n excess of its Ratable Portion of all
payments of such Obligations obtained by all the Lenders, such Lender (a “Purchasing Lender”)
shall forthwith purchase from the other Lenders (each, a “Selling Lender”) such participations
therr Term Loans or other Obhgations as shall be necessary to cause such Purchasing Lender to
share the excess payment ratably with each of them.

(b) If all or any portion of any payment recerved by a Purchasing Lender 1s
thereafter recovered from such Purchasing Lender, such purchase from each Selling Lender shall
be rescinded and such Selling Lender shall repay to the Purchasing Lender the purchase price to
the extent of such recovery together with an amount equal to such Selling Lender’s ratable share
(according to the proportion of (1) the amount of such Selling Lender’s required repayment 1n
relation to (11) the total amount so recovered from the Purchasing Lender) of any interest or other
amount paid or payable by the Purchasing Lender mn respect of the total amount so recovered.

©) The Borrower agrees that any Purchasing Lender so purchasing a
participation from a Selling Lender pursuant to this Section 11 7 may, to the fullest extent
permitted by law, exercise all its nghts of payment (including the nght of set-off) with respect to
such participation as fully as 1f such Lender were the direct creditor of the Borrower 1n the
amount of such particpation.

Section 11.8  Notfices, Eic.

(a) Addresses for Notices All notices, demands, requests, consents and
other communications provided for i this Agreement shall be given in writing, or by any
telecommunication device capable of creating a written record, and addressed to the party to be
notified as follows.

()] if to the Borrower:

Knology, Inc

1241 O.G Skinner Dnver.
West Point, GA 31833
Attention* Robert K. Mills

Telecopy no.
E-Mail Address
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with a copy to:

Alston & Bird LLP

1201 West Peachtree Street
Atlanta, Georgla 30309

Attention. Richard Grice

Telecopy no: 404 881 4777

E-Mail Address rgrnice@alston com

() if to any Lender, at its Domestic Lending Office specified
opposite its name on Schedule II (Applicable Lending Offices and Addresses for Notices)
or on the signature page of any applicable Assignment and Acceptance,

(1) if to the Admunustrative Agent or Collateral Agent.

Credit Suisse First Boston

Eleven Madison Avenue

New York, New York 10010

Attention' Agency Loan Administration
Telecopy no-212 325 8304

with a copy to:

Wetl, Gotshal & Manges LLP

767 Fifth Avenue,

New York, New York 10153-0119
Attention’ Morgan Bale

Telecopy no (212) 310-8007

E-Mail Address morgan bale@weil.com

or at such other address as shall be notified 1n wnting (x) 1n the case of the Borrower, the
Administrative Agent and the Collateral Agent, to the other parties and (y) mn the case of all other
parties, to the Borrower, the Admimstrative Agent and the Collateral Agent.

(b) Effectiveness of Notices. All notices, demands, requests, consents and
other communications described in clause (a) above shall be effective (1) 1f delivered by hand,
including any overmght courier service, upon personal dehivery, (1) if dehivered by posting to an
Approved Electronic Platform (to the extent permutted by Section 10 3 (Posting of Approved
Electronic Communicanons) to be delivered thereunder), an Internet website or a similar
telecommunication device requiring a user prior access to such Approved Electronic Platform,
website or other device (to the extent permutted by Section 10 3 (Posting of Approved Electronic
Communications) to be delivered thereunder), when such notice, demand, request, consent and
other communication shall have been made generally available on such Approved Electronic
Platform, Intemet website or similar device to the class of Person bemg notified (regardiess of
whether any such Person must accomplish, and whether or not any such Person shall have
accomplished, any action prior to obtaming access to such items, including registration,
disclosure of contact information, comphance with a standard user agreement or undertaking a
duty of confidentiality) and such Person has been notified that such communication has been
posted to the Approved Electromc Platform, (1) if approved n advance by the Administrative
Agent, 1f delivered by electronic mail, when transmutted to an electronic mail address (or by
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another means of electronic delivery) as provided in clause (a) above; and (1v) 1f delivered by
telecopy, when transmmitted as provided in clause (a) above; provided, however, that notices and
communications to the Adrministrative Agent pursuant to Article II (The Facilities) or. Article X
(The Administrative Agent) (A) shall not be effective until received by the Admmmistrative Agent
and (B) 1f given by telephone, shall not be effective unless confirmed m writing (including by
telecopy) on the next Business Day.

(©) Use of Electromc Platform Notwithstanding clause (a) and (b) above
(unless the Administrative Agent requests that the provisions of clause (a) and (b) above be
followed) and any other provision 1n this Agreement or any other Loan Document providing for
the delivery of, any Approved Electronic Communication by any other means, the Loan Parties
shall deliver all Approved Electronic Communications to the Admunistrative Agent by properly
transmutting  such Approved Electromc Communications (n a format acceptable to the
Administrative Agent) to such electronic mail address (or similar means of electronic delivery) as
the Administrative Agent may notify the Borrower. Nothing n this clause (c) shall prejudice the
nght of the Admmstrative Agent or any Lender to dehver any Approved Electromc
Communication to any Loan Party 1n any manner authorized in this Agreement or to request that
the Borrower effect delivery i such manner.

Section 11.9  No Waiver; Remedies

No failure on the part of any Lender or the Administrative Agent to exercise, and
no delay 1 exercising, any night hereunder shall operate as a waiver thereof, nor shall any single
or partial exercise of any such night preclude any other or further exercise thereof or the exercise
of any other nght The remedies heremn provided are cumulative and not exclusive of any
remedies provided by law.

Section 11.10 Binding Effect

This Agreement shall become effective when 1t shall have been executed by the
Borrower and the Admimstrative Agent and when the Admimstrative Agent shall have been
notified by each Lender that such Lender has executed it and thereafter shall be binding upon and
nure to the benefit of the Borrower, the Administrative Agent and each Lender and, 1n each case,
therr respective successors and assigns, provided, however, that the Borrower shall not have the
night to assign its nights hereunder or any mterest heremn without the prior wnitten consent of the
Lenders

Section 11.11 Governing Law

This Agreement and the nghts and obligations of the parties hereto shall be

governed by, and construed and mterpreted in accordance with, the laws of the State of New
York.

Section 11.12  Submission to Jurisdiction; Service of Process

(a) Any legal action or proceeding with respect to this Agreement or any
other Loan Document may be brought in the courts of the State of New York located 1n the City
of New York or of the United States of America for the Southern District of New York, and, by
execution and delivery of this Agreement, the Borrower hereby accepts for 1tself and 1n respect of
1ts property, generally and unconditionally, the junsdiction of the aforesaid courts The parties
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hereto hereby urevocably waive any objection, mcluding any objection to the laying of venue or
based on the grounds of forum non conveniens, that any of them may now or hereafter have to the
bringing of any such action or proceeding in such respective jurisdictions.

(b Nothing contained n this Section 11.12 shall affect the nght of the
Admimstrative Agent or any Lender to serve process 1n any other manner permutted by law or
commence legal proceedings or otherwise proceed against the Borrower or any other Loan Party
1n any other junisdiction.

©) If for the purposes of obtaining judgment mn any court 1t 1s necessary to
convert a sum due hereunder in Dollars mto another currency, the parties hereto agree, to the
fullest extent that they may effectively do so, that the rate of exchange used shall be that at which
n accordance with normal banking procedures the Administrative Agent could purchase Dollars
with such other currency at the spot rate of exchange quoted by the Administrative Agent at 11 00
am (New York time) on the Business Day preceding that on which final judgment 1s given, for
the purchase of Dollars, for delivery two Business Days thereafter

Section 11.13  Waiver of Jury Trial

EACH OF THE ADMINISTRATIVE AGENT, THE LENDERS AND THE BORROWER
IRREVOCABLY WAIVES TRIAL BY JURY IN ANY ACTION OR PROCEEDING WITH RESPECT TO THIS
AGREEMENT OR ANY OTHER LOAN DOCUMENT.

Section 11.14 Marshaling; Payments Set Aside

None of the Administrative Agent or any Lender shall be under any obligation to
marshal any assets i favor of the Borrower or any other party or against or 1n payment of any or
all of the Obligations. To the extent that the Borrower makes a payment or payments to the
Admimstrative Agent or the Lenders or any such Person receives payment from the proceeds of
the Collateral or exercise 1ts nght of setoff, and such payment or payments or the proceeds of
such enforcement or setoff or any part thereof are subsequently invalidated, declared to be
fraudulent or preferential, set aside or required to be repaid to a trustee, receiver or any other
party, then to the extent of such recovery, the obhgation or part thereof ongnally intended to be
satisfied, and all Liens, nght and remedies therefor, shall be revived and continued 1n full force
and effect as 1f such payment had not been made or such enforcement or setoff had not occurred

Section 11.15 Section Titles

The section titles contamned in this Agreement are and shall be without
substantive meaning or content of any kind whatsoever and are not a part of the agreement
between the parties hereto, except when used to reference a section. Any reference to the number
of a clause, sub-clause or subsection hereof immediately followed by a reference in parenthesis to
the title of the Section contaning such clause, sub-clause or subsection 1s a reference to such
clause, sub-clause or subsection and not to the entire Section, provided, however, that, in case of
direct conflict between the reference to the title and the reference to the number of such Section,
the reference to the title shall govern absent manifest error If any reference to the number of a
Section (but not to any clause, sub-clause or subsection thereof) 1s followed immediately by a
reference 1n parenthesis to the title of a Section, the title reference shall govern mn case of direct
conflict absent mamfest error
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Section 11.16 Execution in Counterparts

This Agreement may be executed mn any number of counterparts and by different
parties 1n separate counterparts, each of which when so executed shall be deemed to be an
original and all of which taken together shall constitute one and the same agreement Signature
pages may be detached from multiple separate counterparts and attached to a single counterpart
so that all signature pages are attached to the same document Delivery of an executed signature
page of this Agreement by facsimule transmussion, electronic mail or by posting on the Approved
Electronic Platform shall be as effective as delivery of 2 manually executed counterpart hereof, A
set of the copies of this Agreement signed by all parties shall be lodged with the Borrower and the
Adminstrative Agent. -

Section 11.17 Entire Agreement

This Agreement, together with all of the other Loan Documents and all
certificates and documents delivered hereunder or thereunder, embodies the entire agreement of
the parties and supersedes all prior agreements and understandimngs relating to the subject matter
hereof. In the event of any conflict between the terms of this Agreement and any other Loan
Document, the terms of this Agreement shall govern.

Section 11.18 Confidentiality

Each Lender and the Admunistrative Agent agree to use all reasonable efforts to
keep information obtamned by it pursuant hereto and the other Loan Documents confidential m
accordance with such Lender’s or the Administrative Agent’s, as the case may be, customary
practices and agrees that 1t shall only use such information 1n comnnection with the transactions
contemplated by this Agreement and not disclose any such information other than (a) to such
Lender’s or the Admimistrative Agent’s, as the case may be, employees, representatives, advisors,
attomeys and agents that are or are expected to be mvolved 1 the evaluation of such mformation
In connection with the transactions contemplated by this Agreement and are advised of the
confidential nature of such information, (b) to the extent such information presently 1s or
hereafter becomes available to such Lender or the Admmistrative Agent, as the case may be, on a
non-confidential basis from a source other than the Borrower or any other Loan Party, (c) to the
extent disclosure 1s required by law, regulation or Judicial order or requested or required by bank
regulators or auditors or (d) to current or prospective pledgees, assignees, participants and Special
Purpose Vehicle grantees of any option descnbed n Section 11 2(f) (Assignments and
Parnicipations), contractual counterparties 1n any Hedging Contract permitted hereunder and to
therr respective legal or financial advisors, n each case and to the extent such pledgees,
assignees, participants, grantees or counterparties agree to be bound by, and to cause ther
advisors to comply with, the provisions of this Secrion 17 18. Notwithstanding any other
provision m this Agreement, the Administrative Agent hereby agrees that the Borrower (and each
of 1ts officers, directors, employees, accountants, attorneys and other advisors) may disclose to
any and all persons of any kind, the U.S tax treatment and U S tax structure of the Term Loan
Facility and the transactions contemplated hereby and all matenals of any kind (including
opwnions and other tax analyses) that are provided to 1t relating to such U S. tax treatment and
U.S. tax structure

[Signature Pages Follow]
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From:KNOLOGY EXECUTIVE 706 645 0148 06/28/2005 14:48 #032 P.011/018

IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed by their respective officers thereunto duly authorized, as of the date first
above written.

KNOLOGY, INC,,

e M)

Name: Robert K. Mills
Title;  Chief Financial Officer

CREDIT SUISSE, CAYMAN ISLANDS
BRANCH,
as Administrative Agent, Collateral Agent
and a Lender

By:

Name:
Title;

By:

Name:
Title:

[SIGNATURE PAGE TO 2ND LIEN CRBDIT AGREEMENT]



IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed by therr respective officers thereunto duly authorized, as of the date first above written.

KNOLOGY, INC.,
as Borrower

By:

Name: Robert K. Mills
Title: Chief Financial Officer

CREDIT SUISSE, CAYMAN ISLANDS
BRANCH,
as Administrative Agent, Collateral Agent
and a Lender

By:

Name: DAVID DODD
Title:  VICE PRESIDENT

By: L M ;
Name: VANE@E@éX
Title:  VICE =NT

[SIGRATURE PAGE TO 2ND LIEN CREDIT AGREEMENT}
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EXECUTION COPY

FIRST LIEN GUARANTY

FIRST LIEN GUARANTY, dated as of June 29, 2005, by Knology, Inc (the
“Borrower”) and each of the entities listed on the signature pages hereof or that becomes a party
hereto pursuant to Section 24 (Additional Guarantors) hereof (each a ‘Subsidiary Guarantor’
and, together with the Borrower, collectively, the “Guarantors” and individually a “Guarantor”),
in favor of the Administrative Agent, the Collateral Agent, each Lender, each Issuer and each
other holder of an Obligation (as each such term 1s defined in the Credit Agreement referred to
below) (each, a “Guarantied Party” and, collectively, the “Guarantied Parties™).

WITNESSETH

WHEREAS, pursuant to the First Lien Credit Agreement dated as of June 29, 2005
(together with all appendices, exhibits and schedules thereto and as the same may be amended,
restated, supplemented or otherwise modified from time to time, the ‘Credit Agreement’;
capitalized terms defined theremn and used herem having the meanings given to them 1n the Credit
Agreement) among the Borrower, the Lenders and Issuers party thereto and Credit Suisse, acting
through one or more of its branches, as Administrative Agent and Collateral Agent for the
Lenders and Issuers named theremn, the Lenders and Issuers have severally agreed to make
extensions of credit to the Borrower upon the terms and subject to the conditions set forth therein;

WHEREAS, each Subsidiary Guarantor 1s a direct or mdirect Subsidiary of the
Borrower;

WHEREAS, each Guarantor will receive substantial direct and mdirect benefits
from the making of the Loans, the 1ssuance of the Letters of Credit and the granting of the other
financial accommodations to the Borrower under the Credit Agreement; and

WHEREAS, a condition precedent to the obligation of the Lenders and the Issuers
to make ther respective extensions of credit to the Borrower under the Credit Agreement 1s that
the Guarantors shall have executed and delivered this Guaranty for the benefit of the Guarantied
Parties;

Now, THEREFORE, 1n consideration of the prermses set forth above, the terms
and conditions contaned herein, and other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the parties hereto hereby agree as follows.

Section 1  Guaranty

(a) To induce the Lenders to make the Loans and the Issuers to 1ssue Letters
of Credtt, each Guarantor hereby absolutely, unconditionally and irrevocably guarantees, Jointly
with the other Guarantors and severally, as primary obligor and not merely as surety, the full and
punctual payment when due and in the currency due, whether at stated matunty or earlier, by
reason of acceleration, mandatory prepayment or otherwise in accordance herewith or any other
Loan Document, of all the Obligations, whether or not from time to time reduced or extingtished
or hereafter increased or incurred, whether or not recovery may be or hereafter may become
barred by any statute of limitations, whether or not enforceable as aganst the Borrower, whether
now or hereafter existing, and whether due or to become due, including principal, nterest
(including mterest at the contract rate applicable upon default accrued or accrumng after the
commencement of any proceeding under the Bankruptcy Code, or any apphcable provisions of
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comparable state or foreign law, whether or not such interest 1s an allowed claim m such
proceeding), fees and costs of collection This Guaranty constitutes a guaranty of payment and
not of collection.

®) Each Guarantor further agrees that, 1f (1) any payment made by Borrower
or any other Person and applied to the Oblhigations 1s at any time annulled, avoided, set aside,
rescinded, invaldated, declared to be fraudulent or preferential or otherwise required to be
refunded or repaid, or (11) the proceeds of Collatera] are required to be returned by any Guarantied
Party to the Borrower, 1ts estate, trustee, receiver or any other party, including any Guarantor,
under any bankruptcy law, equitable causé or any other Requirement of Law, then, to the extent
of such payment or repayment, any such Guarantor’s Liability hereunder (and any Lien or other
Collateral securing such hability) shall be and remam m full force and effect, as fully as 1f such
payment had never been made. If, prior to any of the foregong, this Guaranty shall have been
cancelled or surrendered (and if any Lien or other Collateral securing such Guarantor’s hability
hereunder shall have been released or terminated by virtue of such cancellation or surrender), this
Guaranty (and such Lien or other Collateral) shall be reinstated mn full force and effect, and such
pnor cancellation or surrender shall not dimimsh, release, discharge, impair or otherwise affect
the obligations of any such Guarantor 1n respect of the amount of such payment (or any Lien or
other Collateral securing such obhgation).

Section 2 Limitation of Guaranty

Any term or provision of this Guaranty or any other Loan Document to the
contrary notwithstanding, the maximum aggregate amount of the Obligations for which any
Subsidiary Guarantor shall be liable shall not exceed the maximum amount for which such
Subsidiary Guarantor can be hable without rendering this Guaranty or any other Loan Document,
as 1t relates to such Subsidiary Guarantor, subject to avoidance under applicable law relating to
fraudulent conveyance or fraudulent transfer (including Section 548 of the Bankruptcy Code or
any applicable provisions of comparable state law) (collectively, “F; raudulent Transfer Laws™), m
each case after giving effect (a) to all other labihities of such Subsidiary Guarantor, contingent or
otherwise, that are relevant under such Fraudulent Transfer Laws (specifically excluding,
however, any habilities of such Subsidiary Guarantor 1n respect of intercompany Indebtedness to
the Borrower to the extent that such Indebtedness would be discharged 1n an amount equal to the
amount paid by such Subsidiary Guarantor hereunder) and (b) to the value as assets of such
Subsidiary Guarantor (as determined under the applicable provisions of such Fraudulent Transfer
Laws) of any nghts to subrogation, contribution, reimbursement, mndemnity or stmular rights held
by such Subsidiary Guarantor pursuant to (1) applicable Requirements of Law, (1) Section 3
(Contribution) of this Guaranty or (u11) any other Contractual Obligations providing for an
equitable allocation among such Subsidiary Guarantor and other Subsidianes or Affiliates of the

Borrower of obhigations ansing under this Guaranty or other guaranties of the Obligations by
such parties

Section 3 Contribution

To the extent that any Subsidiary Guarantor shall be required hereunder to pay a
portion of the Obligations exceeding the greater of (a) the amount of the econormc benefit
actually recerved by such Subsidiary Guarantor from the Revolving Loans and the Term Loans
and the other financial accommodations provided to the Borrower under the Loan Documents and
(b) the amount such Subsidiary Guarantor would otherwise have paid 1if such Subsidiary
Guarantor had paid the aggregate amount of the Obligations (excluding the amount thereof repaid
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by the Borrower) 1n the same proportion as such Subsidiary Guarantor’s net worth at the date
enforcement 1s sought hereunder bears to the aggregate net worth of all the Subsidiary Guarantors
at the date enforcement 1s sought hereunder, then such Guarantor shall be reimbursed by such
other Subsidiary Guarantors for the amount of such excess, pro rata, based on the respective net
worths of such other Subsidiary Guarantors at the date enforcement hereunder 1s sought.

Section 4 Authorization; Other Agreements

The Guarantied Parties are hereby authonzed, without notice to, or demand upon,
any Guarantor, which notice and demand requirements each are expressly waived hereby, and
without discharging or otherwise affecting the obligations of such Guarantor hereunder (which
obligations shall remain absolute and unconditional notwithstanding any such action or omussion
to act), from time to time, to do each of the following:

(a) supplement, renew, extend, accelerate or otherwise change the time for
payment of, or other terms relating to, the Obligations, or any part of them, or otherwise modify,
amend or change the terms of any promussory note or other agreement, document or instrument
(including the other Loan Documents) now or hereafter executed by the Borrower and delivered
to the Guarantied Parties or any of them, including any increase or decrease of pnincipal or the
rate of interest thereon;

b) waive or otherwise consent to noncomphance with any provision of any
mstrument evidencing the Obligations, or any part thereof, or any other instrument or agreement
in respect of the Obhgations (including the other Loan Documents) now or hereafter executed by
the Borrower and delivered to the Guarantied Parties or any of them,

(c) accept partial payments on the Oblxgétlons,

(d) receive, take and hold additional security or collateral for the payment of
the Obligations or any part of them and exchange, enforce, waive, substitute, hquidate, termnate,
abandon, fail to perfect, subordinate, transfer, otherwise alter and release any such additional
security or collateral;

(e) settle, release, compromuse, collect or otherwise liquidate the Obhigations
or accept, substitute, release, exchange or otherwise alter, affect or impair any secunty or
collateral for the Obhigations or any part of them or any other guaranty therefor, in any manner,

H add, release or substitute any one or more other guarantors, makers or
endorsers of the Obligations or any part of them and otherwise deal with the Borrower or any
other guarantor, maker or endorser;

(2) apply to the Obligations any payment or recovery (x) from the Borrower,
from any other guarantor, maker or endorser of the Obligations or any part of them or (y) from
any Guarantor 1n such order as provided herem, mn each case whether such Obhgations are
secured or unsecured or guaranteed or not guaranteed by others;

) apply to the Obligations any payment or recovery from any Guarantor of
the Obligations or any sum realized from secunty furmished by such Guarantor upon 1ts
indebtedness or obligations to the Guarantied Parties or any of them, 1n each case whether or not
such indebtedness or obligations relate to the Obligations; and
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0] refund at any time any payment received by any Guarantied Party in
respect of any Obligation, and payment to such Guarantied Party of the amount so refunded shall
be fully guaranteed hereby even though prior thereto this Guaranty shall have been cancelled or
surrendered (or any release or termination of any Collateral by virtue thereof), and such prior
cancellation or surrender shall not dimunish, release, discharge, impair or otherwise affect the
obligations of any Guarantor hereunder 1n respect of the amount so refunded (and any Collateral
so released or termunated shall be reinstated with respect to such obhigations),

even 1f any night of reimbursement or subrogation or other right or remedy of any Guarantor 1s
extinguished, affected or impaired by any of the foregoing (including any election of remedies by
reason of any judicial, non-judicial or other proceeding 1n respect of the Obligations that impairs
any subrogation, reimbursement or other nght of such Guarantor)

Section 5 Guaranty Absolute and Unconditional

Each Guarantor hereby waives any defense of a surety or guarantor or any other
obligor on any obligations ansing 1n connection with or 1n respect of any of the following and
hereby agrees that its obligations under this Guaranty are absolute and unconditional and shall not
be discharged or otherwise affected as a result of any of the following:

(a) the invalidity or unenforceability of any of the Borrower’s obligations
under the Credit Agreement or any other Loan Document or any other agreement or instrument
relating thereto, or any secunty for, or other guaranty of the Obligations or any part of them, or
the lack of perfection or continuing perfection or failure of prionty of any secunty for the
Obligations or any part of them,

®) the absence of any attempt to collect the Obligations or any part of them
from the Borrower or other action to enforce the same,

(© failure by any Guarantied Party to take any steps to perfect and mamntain
any Lien on, or to preserve any nghts to, any Collateral;

(d) any Guarantied Party’s election, mn any proceeding instituted under
chapter 11 of the Bankruptcy Code, of the application of Section 1111(b)(2) of the Bankruptcy
Code or any applicable provisions of comparable state or foreign law;

(e) any borrowing or grant of a Lien by the Borrower, as
debtor-mn-possession, or extension of credit, under Section 364 of the Bankruptcy Code or any
apphicable provisions of comparable state or foreign law,

® the disallowance, under Section 502 of the Bankruptcy Code, of all or
any portion of any Guarantied Party’s claim (or claims) for repayment of the Obhgations,

(g any use of cash collateral under Section 363 of the Bankruptcy Code,

(h) any agreement or stipulation as to the provision of adequate protection 1n
any bankruptcy proceeding;
)] the avoidance of any Lien in favor of the Guarantied Parties or any of

them for any reason,
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)] any bankruptcy, nsolvency, reorganization, arrangement, readjustment
of debt, hquidation or dissolution proceeding commenced by or agamst the Borrower, any
Guarantor or any of the Borrower’s other Subsidiaries, including any discharge of, or bar or stay
aganst collecting, any Obligation (or any part of them or interest thereon) n or as a result of any
such proceeding;

&) failure by any Guarantied Party to file or enforce a claim aganst the
Borrower or 1ts estate 1 any bankruptcy or msolvency case or proceeding,

O any action taken by any Guarantied Party if such action 1s authorized
hereby; ’

(m) any election following the occurrence of an Event of Default by any
Guarantied Party to proceed separately against the personal property Collateral in accordance
with such Guarantied Party’s nghts under the UCC or, 1if the Collateral consists of both personal
and real property, to proceed agamst such personal and real property mn accordance with such
Guarantied Party’s nights with respect to such real property; or

(n) any other circumstance that rmught otherwise constitute a legal or
equitable discharge or defense of a surety or guarantor or any other obhgor on any obligations,
other than the payment 1n full of the Obligations

Section 6 Waivers

Each Guarantor hereby waives diligence, promptness, presentment, demand for
payment or performance and protest and notice of protest, notice of acceptance and any other
notice m respect of the Obligations or any part of them, and any defense ansing by reason of any
disability or other defense of the Borrower Each Guarantor shall not, unt1l the Obligations are
trrevocably paid in full and the Revolving Credit Commutments have been termunated, assert any
claim or counterclaim 1t may have agaimnst the Borrower or set off any of its obligations to the
Borrower against any obhigations of the Borrower to 1t. In connection with the foregoing, each

Guarantor covenants that 1ts obligations hereunder shall not be discharged, except by complete
performance

Section 7 Reliance

Each Guarantor hereby assumes responsibility for keeping itself informed of the
financial condition of the Borrower and any endorser and other guarantor of all or any part of the
Obhigations, and of all other circumstances bearing upon the risk of nonpayment of the
Obligations, or any part thereof, that diligent mquiry would reveal, and each Guarantor hereby
agrees that no Guarantied Party shall have any duty to advise any Guarantor of information
known to 1t regarding such condition or any such circumstances. In the event any Guarantied
Party, 1n 1ts sole discretion, undertakes at any time or from time to time to provide any such
information to any Guarantor, such Guarantied Party shall be under no obligation (a) to undertake
any imvestigation not a part of 1ts regular business routine, (b) to disclose any information that
such Guarantied Party, pursuant to accepted or reasonable commercial finance or banking
practices, wishes to maintain confidential or (c) to make any other or future disclosures of such
information or any other information to any Guarantor.
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Section 8 Waiver of Subrogation and Contribution Rights

The Guarantors hereby waive any nght of subrogation to any of the nghts of the
Guarantied Parties or any part of them against the Borrower or any Guarantor or any nght of
reimbursement or contribution or surular night agamst the Borrower or any Guarantor by reason
of this Agreement or by any payment made by any Guarantor 1n respect of the Obligations.

Section 9 Subordination

Each Guarantor hereby agrees that any Indebtedness of the Borrower now or
hereafter owing to any Guarantor, whether heretofore, now or hereafter created (the “Guarantor
Subordinated Debr”), 1s hereby subordinated to all of the Obligations and that, except as
permutted under Section 8 5 (Restricted Payments) of the Credit Agreement, the Guarantor
Subordinated Debt shall not be paid 1n whole or in part until the Obhigations have been paid in
full and this Guaranty 1s terminated and of no further force or effect No Guarantor shall accept
any payment of or on account of any Guarantor Subordinated Debt at any time 1n contravention
of the foregoing. Upon the occurrence and during the continuance of an Event of Default, the
Borrower shall pay to the Admimistrative Agent any payment of all or any part of the Guarantor
Subordinated Debt and any amount so paid to the Admimstrative Agent shall be apphed to
payment of the Obhigations as provided in Section 2 13(f) (Payments and Computations) of the
Credit Agreement Each payment on the Guarantor Subordinated Debt received n violation of
any of the provisions hereof shall be deemed to have been recetved by such Guarantor as trustee
for the Guarantied Parties and shall be pad over to the Administrative Agent immediately on
account of the Obligations, but without otherwise affecting 1n any manner such Guarantor’s
liability hereof Each Guarantor agrees to file all claims against the Borrower 1n any bankruptcy
or other proceeding 1n which the filing of claims 1s required by law 1n respect of any Guarantor
Subordmated Debt, and the Administrative Agent shall be entitled to all of such Guarantor’s
nghts thereunder If for any reason a Guarantor fails to file such claim at least ten Busimess Days
pnor to the last date on which such claim should be filed, such Guarantor hereby urevocably
appoints the Administrative Agent as 1ts true and lawful attorney-in-fact and 1s hereby authorized
to act as attorney-m-fact 1n such Guarantor’s name to file such claim or, in the Adminustrative
Agent’s discretion, to assign such claim to and cause proof of claim to be filed m the name of the
Admunistrative Agent or its nomunee In all such cases, whether in adminstration, bankruptcy or
otherwise, the person or persons authorized to pay such claim shall pay to the Admmstrative
Agent the full amount payable on the clamm 1n the proceeding, and, to the full extent necessary for
that purpose, each Guarantor hereby assigns to the Adminstrative Agent all of such Guarantor’s
nights to any payments or distnbutions to which such Guarantor otherwise would be entitled. If
the amount so paid 1s greater than such Guarantor’s hability hereunder, the Administrative Agent
shall pay the excess amount to the party entitled thereto. In addition, each Guarantor hereby
rrevocably appoints the Admimistrative Agent as 1ts attorney-m-fact to exercise all of such
Guarantor’s voting nghts n connection with any bankruptcy proceeding or any plan for the
reorgamzation of the Borrower

Section 10 Default; Remedies

The obligations of each Guarantor hereunder are independent of and separate
from the Obligations. If any Obligation 1s not paid when due, or upon any Event of Default
hereunder or upon any default by the Borrower as provided 1n any other instrument or document
evidencing all or any part of the Obligations, the Administrative Agent may, at 1ts sole election,
proceed or direct the Collateral Agent to proceed directly and at once, without notice, against any
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Guarantor to collect and recover the full amount or any portion of the Obhigations then due,
without first proceeding against the Borrower or any other guarantor of the Obligations, or
agamnst any Collateral under the Loan Documents or joimng the Borrower or any other guarantor
1n any proceeding against any Guarantor. At any time after maturity of the Obligations, the
Admmstrative Agent or the Collateral Agent may (unless the Obligations have been urévocably
paid 1n full), without notice to any Guarantor and regardless of the acceptance of any Collateral
for the payment hereof, appropriate and apply toward the payment of the Obhgations (a) any
indebtedness due or to become due from any Guarantied Party to such Guarantor and (b) any
moneys, credits or other property belonging to such Guarantor at any time held by or coming nto
the possession of any Guarantied Party or any of 1its respective Affihates.

Section 11 Irrevocability

This Guaranty shall be 1rrevocable as to the Obhigations (or any part thereof)
unti] the Commutments have been tenmunated and all monetary Obligations then outstandmg have
been 1revocably repaid in cash, at which time this Guaranty shall automatically be cancelled.
Upon such cancellation and at the wnitten request of any Guarantor or 1ts Successors or assigns,
and at the cost and expense of such Guarantor or 1ts successors or assigns, the Admmistrative
Agent shall execute 1n a timely manner a satisfaction of this Guaranty and such mstruments,
documents or agreements as are necessary or destrable to evidence the termination of this
Guaranty

Section 12 Setoff

Upon the occurrence and dunng the continuance of an Event of Default, each
Guarantied Party and each Affiliate of a Guarantied Party may, without notice to any Guarantor
and regardless of the acceptance of any secunty or collateral for the payment hereof, appropnate
and apply toward the payment of all or any part of the Obhigations (a) any mdebtedness due or to
become due from such Guarantied Party or Affiliate to such Guarantor and (b) any moneys,
credits or other property belonging to such Guarantor, at any time held by, or coming 1nto, the
possession of such Guarantied Party or Affihate

Section 13 No Marshalling

Each Guarantor consents and agrees that no Guarantied Party or Person acting for
or on behalf of any Guarantied Party shall be under any obligation to marshal any assets in favor
of any Guarantor or against or 1 payment of any or all of the Obhgations

Section 14 Enforcement; Amendments; Waivers

No delay on the part of any Guarantied Party in the exercise of any nght or
remedy arising under this Guaranty, the Credit Agreement, the Intercreditor Agreement, any other
Loan Document or otherwise with respect to all or any part of the Obhgations, the Collateral or
any other guaranty of or security for all or any part of the Obligations shall operate as a warver
thereof, and no single or partial exercise by any such Person of any such nght or remedy shall
preclude any further exercise thereof No modification or warver of any provision of this
Guaranty shall be bnding upon any Guarantied Party, except as expressly set forth in a writing
duly signed and delivered by the party making such modification or waiver Failure by any
Guarantied Party at any time or times hereafter to require strict performance by the Borrower, any
Guarantor, any other guarantor of all or any part of the Obligations or any other Person of any
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provision, warranty, term or condition contained 1n any Loan Document now or at any time
hereafter executed by any such Persons and delivered to any Guarantied Party shall not waive,
affect or dimimsh any night of any Guarantied Party at any time or times hereafter to demand
strict performance thereof and such night shall not be deemed to have been waived by any act or
knowledge of any Guarantied Party, or 1ts respective agents, officers or employees, unless such
waiver 1s contained 1n an instrument n writing, directed and delivered to the Borrower or such
Guarantor, as applicable, specifying such waiver, and 1s signed by the party or parties necessary
to give such waiver under the Credit Agreement. No waiver of any Event of Default by any
Guarantied Party shall operate as a waiver of any other Event of Default or the same Event of
Default on a future occaston, and no action by any Guarantied Party permutted hereunder shall in
any way affect or impair any Guarantied Party’s rights and remedies or the obligations of any
Guarantor under this Guaranty Any determmation by a court of competent junisdiction of the
amount of any principal or mnterest owing by the Borrower to a Guarantied Party shall be
conclusive and binding on each Guarantor irrespective of whether such Guarantor was a party to
the suit or action 1n which such determination was made.

Section 15 Successors and Assigns

This Guaranty shall be binding upon each Guarantor and upon the successors and
assigns of such Guarantors and shall inure to the benefit of the Guarantied Parties and their
respective successors and assigns, all references herein to the Borrower and to the Guarantors
shall be deemed to include their respective successors and assigns The successors and assigns of
the Guarantors and the Borrower shall include their respective recevers, trustees and
debtors-m-possession  All references to the singular shall be deemed to include the plural where
the context so requires

Section 16 Representations and Warranties; Covenants

Each Guarantor hereby (a) severally represents and warrants as to itself only that
the representations and warranties as to 1t made by the Borrower n Article IV (Representations
and Warranties) of the Credit Agreement are true and correct on the date hereof and true and
correctn all matenal respects on each other date as required by Section 3 2(b)(1) (Conditions
Precedent to Each Loan and Leiter of Credit) of the Credit Agreement and (b) agrees to take, or
refrain from taking, as the case may be, each action necessary to be taken or not taken, as the case
may be, so that no Default or Event of Default 1s caused by the failure to take such action or to
refrain from taking such action by such Guarantor.

Section 17 Governing Law

This Guaranty and the nights and obligations of the parties hereto shall be
governed by, and construed and interpreted 1n accordance with, the law of the State of New York.

Section 18 Submission to Jurisdiction; Service of Process

(a) Any legal action or proceeding with respect to this Guaranty, and any
other Loan Document, may be brought n the courts of the State of New York located 1n the City
of New York or of the United States of America for the Southern District of New York, and, by
execution and delivery of this Guaranty, each Guarantor hereby accepts for itself and 1n respect of
Its property, generally and unconditionally, the jurisdiction of the aforesaid courts The parties
hereto hereby irrevocably waive any objection, includng any objection to the laying of venue or

[
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based on the grounds of forum non conveniens, that any of them may now or hereafter have to the
bringing of any such action or proceeding mn such respective junsdictions.

®) Each Guarantor hereby 1rrevocably consents to the service of any and all
legal process, summons, notices and documents 1n any suit, action or proceeding brought n the
United States of America ansing out of or 1n connection with this Guaranty or any other Loan
Document by the mailing (by registered or certified mail, postage prepaid) or delivering of a copy
of such process to such Guarantor care of the Borrower at the Borrower’s address specified in
Section 11 8 (Notices, Etc) of the Credit Agreement. Each Guarantor agrees that a final
Judgment n any such action or proceeding shall be conclusive and may be enforced in other
Junsdictions by suit on the judgment or 1n any other manner provided by law.

(c) Nothing contained 1n this Section 18 (Subnussion to Jurisdiction, Service
of Process) shall affect the nght of the Admmistrative Agent or any other Guarantied Party to
serve process 1n any other manner permtted by law or commence legal proceedings or otherwise
proceed against a Guarantor 1n any other jurisdiction

(d If for the purposes of obtaning judgment 1n any court 1t 1s necessary to
convert a sum due hereunder in Dollars into another currency, the parties hereto agree, to the
fullest extent they may effectively do so, that the rate of exchange used shall be that at which in
accordance with normal banking procedures the Admumistrative Agent could purchase Dollars
with such other currency at the spot rate of exchange quoted by the Administrative Agent at
10:00 a m. (New York time) on the Business Day preceding that on which final judgment 1s
given, for the purchase of Dollars, for dehvery two Business Days thereafter

Section 19 Waiver of Judicial Bond

To the fullest extent permutted by applicable law, the Guarantor waives the
requirement to post any bond that otherwise may be required of any Guarantied Party n
connection with any judicial proceeding to enforce such Guarantied Party’s nights to payment
hereunder, security mterest in or other nghts to the Collateral or in connection with any other
legal or equitable action or proceeding ansing out of, in connection with, or related to this
Guaranty and the Loan Documents to which 1t 1s a party

Section 20 Certain Terms

The following rules of interpretation shall apply to this Guaranty (a) the terms
“herein,” “hereof,” “hereto” and “hereunder’ and similar terms refer to this Guaranty as a whole
and not to any particular Article, Section, subsection or clause 1n this Guaranty, (b) unless
otherwise indicated, references herein to an Exhibit, Article, Section, subsection or clause refer to
the appropriate Exhibit to, or Article, Section, subsection or clause in this Guaranty and (c) the
term “including” means ‘tncluding without limitation” except when used in the computation of
time periods

Section 21 Waiver of Jury Trial
EACH OF THE ADMINISTRATIVE AGENT, THE OTHER GUARANTIED PARTIES AND

EACH GUARANTOR IRREVOCABLY WAIVES TRIAL BY JURY IN ANY ACTION OR ROCEEDING WITH
RESPECT TO THIS GUARANTY AND ANY OTHER LOAN DOCUMENT

NY2 \535307V08\WWNF08! DOCY2165 0125 9




GUARANTY
KNOLOGY, INC

Section 22 Notices

Any notice or other communication herein required or permutted shall be given as
provided m Section 11 8 (Notices, Etc) of the Credit Agreement and, n the case of any
Guarantor, to such Guarantor 1n care of the Borrower.

Section 23 Severability

Wherever possible, each provision of tus Guaranty shall be nterpreted in such
manner as to be effective and valid under applicable law, but 1f any provision of this Guaranty
shall be prohbited by or mvahd under such law, such provision shall be ineffective to the extent
of such prohibition or invahdity without invalidating the remainder of such provision or the
rematning provisions of this Guaranty

Section 24 Additional Guarantors

Each of the Guarantors agrees that, if, pursuant to Section 7 11 (a) (Additional
Collateral and Guarantes) of the Credit Agreement, the Borrower shall be required to cause any
Subsidiary thereof that 1s not a Guarantor to become a Guarantor hereunder, or 1f for any reason
the Borrower desires any such Subsidiary to become a Guarantor hereunder, such Subsidiary shall
execute and deliver to the Admmstrative Agent a Guaranty Supplement 1n substantially the form
of Exhibit A (Guaranty Supplement) attached hereto and shall thereafter for all purposes be a
party hereto and have the same nghts, benefits and obligations as a Guarantor party hereto on the
Closing Date

Section 25 Collateral

Each Guarantor hereby acknowledges and agrees that 1ts obligations under this
Guaranty are secured pursuant to the terms and provisions of the Collateral Documents executed
by 1t 1n favor of the Collateral Agent, for the benefit of the Secured Parties, and covenants that 1t
shall not grant any Lien with respect to 1ts Property 1n favor, or for the benefit, of any Person
other than the Adminstrative Agent, for the benefit of the Secured Parties except as atherwise
permutted by Section 8 2 (Liens, etc ) of the Credit Agreement.

Section 26 Costs and Expenses

In accordance with the provisions of Section 11 3 (Costs and Expenses) of the
Credit Agreement, each Guarantor agrees to pay or retmburse the Collateral Agent, the Collateral
Agent and each of the other Guarantied Parties upon demand for all out-of-pocket costs and
expenses, including reasonable attorneys’ fees (including allocated costs of mnternal counsel and
costs of settlement), incurred by the Administrative Agent, the Collateral Agent and such other
Guarantied Parties in enforcing this Guaranty against such Guarantor or any secunty therefor or
exercising or enforcing any other night or remedy available 1n connection herewith or therewith.

Section 27 Waiver of Consequential Damages
EACH GUARANTOR HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES, TO THE
MAXIMUM EXTENT NOT PROHIBITED BY LAW, ANY RIGHT IT MAY HAVE TO CLAIM OR RECOVER ANY

SPECIAL, EXEMPLARY, PUNITIVE OR CONSEQUENTIAL DAMAGE IN ANY LEGAL ACTION OR PROCEEDING
IN RESPECT OF THIS GUARANTY OR ANY OTHER LOAN DOCUMENT
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Section 28 Entire Agreement

This Guaranty, taken together with all of the other Loan Documents executed and
delivered by the Guarantors, represents the entire agreement arid understanding of the parties
hereto and supersedes all prior understandings, written and oral, relating to the subject matter
hereof

Section 29 Acknowledgment

The parties hereto acknowledge and agree that this Guaranty shall be subject to
the terms and provisions of the Intercreditor Agreement

[SIGNATUREPAGES FoLLOW]
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From:KNOLOGY EXECUTIVE 706 645 0148 06/29/2005 03:45 #040 P.004/024

IN WITNESS WHEREOF, this Guaranty has been duly executed by the Guarantors
as of the day and year first set forth above.

KNOLOGY OF KNOXVILLE, INC,
KNOLOGY OFNASHVILLE, INC.

KNOLOGY OF LOUISVILLE, INC.
KNOLOGY OFKENTUCKY, INC.

KNOLOGY BROADBAND, INC,

KNoLoGY NEW MEDIA, INC.

KNOLOGY BROADBAND OF CALIFORNIA, INC,
KNOLOGY BROADBAND OF FLORIDA, INC.
ITC GLOBE, INC.

KNOLOGY OF AUGUSTA, INC.

KNoLOGY OF COLUMBUS, INC.

KNOLOGY OF MONTGOMERY, INC.
KNOLOGY OF FLORIDA, INC.

KNOLOGY OF SOUTH CAROLINA, INC.
KNOLOGY OF CHARLESTON, INC.
KNOLOGY OF HUNTSVILLE, INC.
KNOLOGY OF ALABAMA, INC.

VALLEY TELEPHONE C0.,LLC,
each as Guarantor

By: MZM
ame: Robért K. Mills

Title:  Chief Financia] Officer

ACKNOWLEDGED AND AGREED
as of the date first above written:

CREDIT SUISSE,

CAYMAN ISLANDS BRANCH,
as Administrative Agent and as
Collateral Agent

By:
Name:
Title:

By:
Name;
Title:

[SIGNATURE PAGE 70 167 LN QUARANTY]



IN WITNESS WHEREOF, this Guaranty has been duly executed by the Guarantors
as of the day and year first set forth above.

KNOLOGY OF KNOXVILLE, INC.
KNOLOGY OF NASHVILLE, INC.
KNOLOGY OF LOUISVILLE, INC.
KNoLoGY oF KENTUCKY, INC.
KNOLOGY BROADBAND, INC.
KNOLOGY NEW MEDIA, INC.
KNOLOGY BROADBAND OF CALIFORNIA, INC.
KNOLOGY BROADBAND OF FLORIDA, INC.
ITC GLOBE, INC.
KNOLOGY OF AUGUSTA, INC.
KNOLOGY oF COLUMBUS, INC.
KNOLOGY OF MONTGOMERY, INC.

" KNOLOGY OF FLORIDA, INC.
KNOLOGY OF SOUTH CAROLINA, INC.
KNOLOGY OF CHARLESTON, INC.
KNOLOGY OF HUNTSVILLE, INC.
KNOLOGY OF ALABAMA, INC.
VALLEY TELEPHONE CO., LLC,
each as Guarantor

By:
Name: Robert K. Mills
Title: Chief Financial Officer

ACKNOWLEDGED AND AGREED
as of the date first above written:

CREDIT SUISSE,

CAYMAN ISLANDS BRANCH,
as Admunistrative Agent and as
Collateral Agent

Name: _ DAVID DODD
Title:  VICE PRESIDENT

o /|

Name: \VAN SSA GOMEZ,
Title:  VICE PRESI[FEN

[SIGNATURE PAGE TO 1ST LIEN GUARANTY)



EXHIBIT A
TO
GUARANTY

FORM OF GUARANTY SUPPLEMENT

The undersigned hereby agrees to be bound as a Guarantor for purposes of the
Guaranty, dated as of __,200_ (the “Guaranty’), among Credit Suisse, Knology, Inc and
certamn of its Subsidianes listed on the signature pages thereof and acknowledged by Credit
Suisse, as Adminstrative Agent, and the undersigned hereby acknowledges receipt of a copy of
the Guaranty The undersigned hereby represents and warrants that each of the representations
and warranties contamned 1n Section 16 (Representations and Warranties, Covenants) of the
Guaranty apphcable to 1t 1s true and correct on and as the date hereof as 1f made on and as of such
date Capitalized terms used herein but not defined herein are used with the meanings given them
m the Guaranty

IN WITNESS WHEREOF, the undersigned has caused this Guaranty Supplement to
be duly executed and delivered as of

b

[NAME OF SUBSIDIARY GUARANTOR]

By

Name
Tatle.

ACKNOWLEDGED AND AGREED
as of the date first above written:

CREDIT SUISSE, acting through one or
more of its branches,

as Administrative Agent and as
Collateral Agent

By
Name.
Title
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PLEDGE AND SECURITY AGREEMENT

Dated as of June 29,2005

among

KNOLOGY, INC.
as a Grantor

and

Each Other Grantor
From Time to Time Party Hereto

and

CREDIT SUISSE,
CAYMAN ISLANDS BRANCH,
as Collateral Agent

WEIL, GOTSHAL & MANGES LLP
767 FIFTH AVENUE
NEW YORK , NEW YORK 101530119

EXECUTION COPY
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PLEDGE AND SECURITY AGREEMENT, dated as of June 29, 2005, by KNOLOGY,
INC, a Delaware corporation (the “Borrower”) and each of the other entities histed on the
signature pages hereof or that becomes a party hereto pursuant to Section 7 10 (Additional
Grantors) (each a ‘Grantor” and, collectively with the Borrower, the ‘Grantors”), m favor of
CREDIT SUISSE, acting through one or more of its branches (“CSFB”), as agent (in such capacity,
the “Collateral Agen?”) for the Secured Parties (as defined 1n the Credit Agreement referred to
below). -

WITNESSETH:

WHEREAS, pursuant to the Fust Lien Credit Agréement, dated as of June 29,
2005 (as the same may be amended, restated, supplemented or otherwise modified from time to
time, the ‘Credit Agreement”), among the Borrower, the Lenders and Issuers party thereto and
CSFB, as Admimstrative Agent and Collateral Agent for the Lenders and Issuers, the Lenders and
the Issuers have severally agreed to make extensions of credit to the Borrower upon the terms and
subject to the conditions set forth theren;

WHEREAS, the Grantors other than the Borrower are party to the Guaranty
pursuant to which they have guaranteed the Obligations (as defined in the Credit Agreement), and

WHEREAS, 1t 1s a condition precedent to the obligation of the Lenders and the
Issuers to make their respective extensions of credit to the Borrower under the Credit Agreement
that the Grantors shall have executed and delivered this Agreement to the Collateral Agent;

NOWw, THEREFORE, 1n consideration of the prermuses and to induce the Lenders,
the Issuers and the Collateral Agent to enter into the Credit Agreement and to induce the Lenders
and the Issuers to make their respective extensions of credit to the Borrower thereunder, each
Grantor hereby agrees with the Collateral Agent as follows:

ARTICLE 1 DEFINED TERMS

Section 1.1 Definitions

' (a) Unless otherwise defined herein, terms defined m the Credit Agreement
and used herein have the meanings given to them 1n the Credit Agreement

®) Terms used herein without definition that are defined in the UCC have
the meamings given to them in the UCC, including the following terms (which are capitalized
herein):

“Account Debtor”
“Account”

“Certficated Security”
“Chattel Paper”
“Commercial Tort Claim”
“Commoduty Account”
“Control Account”
“Deposit Account”
“Documents”
“Entitlement Holder”
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“Entitlement Order”’
“Equipment”’

“Financial Asset” ‘ : -
“General Intangible ”
“Goods”

“Instruments”’
“Inventory”

“Investment Property”
“Letter of Credit Right”
“Proceeds”

“Securities Account”
“Securities Intermediary”
“Security”

“Security Entitlement”

() The following terms shall have the following meanmings:

“Additional Pledged Collateral’ means any Pledged Collateral acquired by any
Grantor after the date hereof and m which a security nterest 1s granted pursuant to Section 2.2
(Grant of Security Interest in Collateral), mcluding, to the extent a secunty interest 1s granted
therem pursuant to Section 2 2 (Grant of Security Interest in Collateral), (1) all Stock and Stock
Equivalents of any Person that are acquired by any Grantor after the date hereof, together with all
certificates, instruments or other documents representing any of the foregoing and all Security
Entitlements of any Grantor n respect of any of the foregong, (1) all additional Indebtedness
from time to time owed to any Grantor by any obligor on the Pledged Debt Instruments and the
Instruments evidencing such Indebtedness and (i) all interest, cash, Instruments and other
property or Proceeds from time to time received, receivable or otherwise distributed 1n respect of
or n exchange for any of the foregomg ‘4dditional Pledged Collateral’ may be General
Intangibles, Instruments or Investment Property.

“Agreement’ means this Pledge and Secunty Agreement
“Collateral’ has the meaning specified 1n Section 2 1 (Collateral)
. “Collateral Agen?’ has the meaning specified in the preamble to this Agreement

“Copyright Licenses” means any wrtten agreement namung any Grantor as
hcensor or icensee granting any night under any Copynght, including the grant of any right to
copy, pubhcly perform, create denvative works, manufacture, distribute, exploit or sell materials
derived from any Copyright.

“Copyrights” means (a) all copynghts ansing under the laws of the United States,
any other country or any political subdivision thereof, whether registered or unregistered and
whether published or unpublished, all registrations and recordings thereof and all applications n
connection therewith, including all registrations, recordings and applications in the United States

Copynight Office or 1n any foreign counterparts thereof, and (b) the right to obtain all renewals
thereof.

“Deposit Account Control Agreement’ means a letter agreement, substantially in
the form of Annex I (Form of Deposit Account Control Agreement) (with such changes as may be
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agreed to by the Collateral Agent), executed by the Grantor, the Collateral Agent and the relevant
financial nstitution.

“Excluded Equity” means any Voung Stock mn excess of 66% of the total
outstanding Voting Stock of any direct Subsidiary of any Grantor that 1s a Non-U.S. Person For
the purposes of this defimition, “Voting Stock” means, as to any 1ssuer, the 1ssued and outstanding
shares of each class of capital stock or other ownership nterests of such 1ssuer entitled to vote
(within the meaning of Treasury Regulations § 1.956-2(c)(2)).

“Excluded Property” means, collectively, @) Excluded Equity, (b) any permut,
lease, license, contract, mstrument or other agreement held by any Grantor that prohibits or
requires the consent of any Person other than the Borrower and 1ts Affihates as a condition to the
creation by such Grantor of a Lien thereon, or any permit, lease, license contract or other
agreement held by any Grantor (including any Communications License, CATV Franchise or
PUC Authorization) to the extent that any Requirement of Law applicable thereto prohbits the
creation of a Lien thereon, but only, 1n each case, to the extent, and for so long as, such
prohibition 1s not terminated or rendered unenforceable or otherwise deemed neffective by the
UCC or any other Requirement of Law and (c) Equipment owned by any Grantor that 1s subject
to a purchase money Lien or a Capital Lease 1if the contract or other agreement 1n which such
Lien 1s granted (or mn the documentation providing for such Capital Lease) prohibits or requires
the consent of any Person other than the Borrower and 1ts Affiliates as a condition to the creation
of any ather Lien on such Equipment; provided, however, “Excluded Property” shall not include
any Proceeds, substitutions or replacements of Excluded Property (unless such Proceeds,
substitutions or replacements would constitute Excluded Property)

“Intellectual Property” means, collectively, all nghts, prionties and privileges of
any Grantor relating to intellectual property, whether ansing under United States, multinational or
foreign laws a otherwise, including Copyrights, Copynight Licenses, Patents, Patent Licenses,
Trademarks, Trademark Licenses, trade secrets and Internet domain names, and all rights to sue
at law or n equity for any infringement or other impairment thereof, including the nght to receive
all proceeds and damages therefrom.

“Intercompany Note” means any promussory note evidencing loans made by any
Grantor or any of 1its Subsidianes to any of its Subsidiaries or another Grantor or to any
Subsidiary of the Borrower

“LLC” means each limited habihity company in which a Grantor has an interest,
including those set forth on Schedule 2 (Pledged Collateral)

“LLC Agreement’ means each operating agreement with respect to a LLC, as
each agreement has heretofore been, and may hereafter be, amended, restated, supplemented or
otherwise modified from time to time

“Material Intellectual Property” means Intellectual Property owned by or
licensed to a Grantor and matenial to the conduct of any Grantor’s business

“Partnership” means each partnership in which a Grantor has an nterest,
including those set forth on Schedule 2 (Pledged Collateral)
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“Partnership Agreemenf’ means each partnership agreement governing a
Partnership, as each such agreement has heretofore been, and may hereafter be, amended,
restated, supplemented or otherwise modified.

“Patents” means (a) all letters patent of the United States, any other country or
any political subdivision thereof and all reissues and extensions thereof, (b) all applications for
letters patent of the United States or any other country and all divisionals, continuations and
continuations-m-part thereof and (c)all nghts to obtain any reissues, continuations or
contmuations-m-part of the foregoing,

“Patent License” means all agreements, whether wnitten or oral, providing for the
grant by or to any Grantor of any nght to manufacture, have manufactured, use, import, sell or
offer for sale any mvention covered in whole or in part by a Patent.

“Pledged Certificated Stock” means all Certificated Secunties and any other
Stock and Stock Equivalent of a Person evidenced by a certificate, Instrument or other equivalent
document, i each case owned by any Grantor, including all Stock listed on Schedule 2 (Pledged
Collateral).

“Pledged Collateral’ means, collectively, the Pledged Stock, Pledged Debt
Instruments, any other Investment Property of any Grantor, ali chattel paper, certificates or other
Instruments representing any of the foregoing and all Security Entitlements of any Grantor in
respect of any of the foregoing. Pledged Collateral may be General Intangibles, Instruments or
Investment Property.

“Pledged Debt Instruments” means all nght, title and interest of any Grantor 1n
Instruments evidencing any Indebtedness owed to such Grantor, including all Indebtedness
descnibed on Schedule 2 (Pledged Collateral), 1ssued by the obhgors named therem.

“Pledged Stock” means all Pledged Certificated Stock and all Pledged
Uncertificated Stock. For purposes of this Agreement, the term “Pledged Stock” shall not mclude
any Excluded Equity.

“Pledged Uncertificated Stock™ means any Sock or Stock Equivalent of any
Person that 1s not a Pledged Certificated Stock, including all nght, title and interest of any
Grantor as a limuted or general partner 1n any Partnership or as a member of any LLC and all
right, title and interest of any Grantor n, to and under any Partnership Agreement or LLC
Agreement to which 1t 1s a party.

“Securities Account Control Agreement’ means a letter agreement, substantially
1n the form of Annex 2 (Form of Secunities Account Control Agreement) (with such changes as
may be agreed to by the Collateral Agent), executed by the relevant Grantor, the Collateral Agent
and the relevant Approved Secunties Intermediary

“Securities Act’ means the Securities Act of 1933, as amended.

“Trademark License” means any agreement, whether written or oral, providing
for the grant by or to any Grantor of any right to use any Trademark.
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“Trademarks” means (a) all trademarks, trade names, corporate names, company
names, business names, fictitious business names, trade styles, service marks, logos and other
source or business identifiers, and, in each case, all goodwill assoctated therewith, whether now
existing or hereafter adopted or acquired, all regstrations and recordings thereof and all
applications 1n connection therewith, in each case whether in the Umited States Patent and
Trademark Office or 1n any simular office or agency of the United States, any State thereof or any
other country or any political subdivision thereof, or otherwise, and all common-law rights
related thereto, and (b) the night to obtam all renewals thereof.

“UCC” means the Uniform Commercial Code as from time to time 1n effect in
the State of Delaware; provided, however, that, n the event that, by reason of mandatory
provisions of law, any of the attachment, perfection or prionity of the Collateral Agent’s and the
Secured Parties’ security interest 1n any Collateral 1s governed by the Uniform Commercial Code
as m effect in a junsdiction other than the State of Delaware, the term ‘UCC” shall mean the
Umform Commercial Code as 1n effect m such other jurisdiction for purposes of the provisions
hereof relating to such attachment, perfection or pnonty and for purposes of defimtions related to
such provisions.

“Vehicles” means all vehicles covered by a certificate of title law of any state.

- . Section 1.2 _ Certain Other Terms___

(a) In this Agreement, 1n the computation of peniods of time from a specified
date to a later specified date, the word ‘from” means “from and including” and the words ‘Y0”
and “until” each mean “to but excluding” and the word “through” means “to and including.”

(b) The terms “herein,” “hereof,” “hereto” and “hereunder” and similar
terms refer to this Agreement as a whole and not to any particular Article, Section, subsection or
clause 1n this Agreement

(© References heremn to an Annex, Schedule, Article, Section, subsection or
clause refer to the appropniate Annex or Schedule to, or Article, Section, subsection or clause 1n
this Agreement

(d The meanings given to terms defined herein shall be equally applicable
to both the singular and plural forms of such terms.

(e) Where the context requires, provisions relating to any Collateral, when
used 1n relation to a Grantor, shall refer to such Grantor’s Collateral or any relevant part thereof

63} Any reference 1n this Agreement to a Loan Document shall include all
appendices, exhibits and schedules thereto, and, unless specifically stated otherwise all
amendments, restatements, supplements or other modifications thereto, and as the same may be in
effect at any time such reference becomes operative

(® The term “including” means ‘including without limitation” except when
used 1n the computation of time peniods.

(h) The terms “Lender,” “Issuer,” “Admumstrative Agent” “Collateral
Agent” and “Secured Party” mclude their respective successors.
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)] References 1n this Agreement to any statute shall be to such statute as
amended or modified and 1n effect from time to tune.

ARTICLE 1I GRANT OF SECURITY INTEREST

Section 2.1 Collat_eral

For the purposes of this Agreement, all of the following property now owned or
at any time hereafter acquired by a Grantor or in which a Grantor now has or at any time 1n the
future may acquire any night, title or interests 1s collectively referred to as the “Collateral”:

(a) all Accounts;

() all Chattel Paper;

© all Deposit Accounts;

(d all Documents;

(e) all Equipment;

® all General Intangibles,

® all Instruments,

(h) all Inventory,

) all Investment Property,

o all Letter-of-Credit Rights;

&) all Vehicles,

() the Commercial Tort Claims described on Schedule 7 (Commercial Tort
Claims) and on any supplement thereto received by the Collateral Agent pursuant to Section 4.10

(Notice of Commercial Tort Claims),

(m)  all books and records pertaining to the other property described 1n this
Section 2 1,

(n) all property of any Grantor held by the Collateral Agent or any other
Secured Party, including all property of every description, 1n the possession or custody of or in
transit to the Collateral Agent or such Secured Party for any purpose, including safekeeping,
collection or pledge, for the account of such Grantor or as to which such Grantor may have any
night or power,

(o) all other Goods, fixtures and personal property of such Grantor, whether
tangible or intangible and wherever located, and

) to the extent not otherwise included, all Proceeds of the foregoing
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provided, however, that “Collateral” shall not include any Excluded Property; and prowvided,
“further, that 1f and when any property shall cease to be Excluded Property, such property shall be
deemed at all times from and after the date hereof to constitute Collateral '

Section 2.2 Grant of Security Interest in Collateral

Each Grantor, as collateral security for the full, prompt and complete payment
and performance when due (whether at stated maturity, by acceleration or otherwise) of the
Secured Oblgations of such Grantor, hereby mortgages, pledges and hypothecates to the
Collateral Agent for the benefit of the Secured Parties, and grants to the Collateral Agent for the
benefit of the Secured Parties a lien on and security interest 1n, all of 1ts night, title and interest in,
to and under the Collateral of such Grantor, provided, however, that 1f and when any property that
at any time constituted Exciuded Property becomes Collateral, the Collateral Agent shall have,
and at all times from and after the date hereof be deemed to have had, a secunty imterest 1 such
property.

Section 2.3 Cash Collateral Accounts

The Collateral Agent may establish a Deposit Account at any bank or financial
nstitution (including any of 1ts Affiliates) which shall be designated as “CSFB — Knology, Inc
Cash Collateral Account”. Such Deposit Account shall be a Cash Collateral Account.

ARTICLE III REPRESENTATIONS AND WARRANTIES

To induce the Lenders, the Issuers and the Collateral Agent to enter into the
Credit Agreement, each Grantor hereby represents and warrants each of the following to the
Collateral Agent, the Lenders, the Issuers and the other Secured Parties:

Section 3.1 Title; No Other Liens

Except for the Lien granted to the Collateral Agent pursuant to this Agreement
and the other Liens permutted to exist on the Collateral under the Credit Agreement, such Grantor
(2) 1s the record and beneficial owner of the Pledged Collateral pledged by 1t hereunder
constituting Instruments or Gertificated Scurties, (b) 1s the Entitlement Holder of all such
Pledged Collateral constituting hvestment Property held 1n a Securities Account and (c) has
nights n or the power to transfer each other item of Collateral in which a Lien 1s granted by 1t
hereunder, free and clear of any other Lien.

Section 3.2 Perfection and Priority

The security interest granted pursuant to this Agreement shall constitute a vahd
and continuing perfected security interest in favor of the Collateral Agent n the Collateral for
which perfection 1s governed by the UCC or filing with the Umited States Copynight Office upon
(a) m the case of all Collateral in which a secunty interest may be perfected by filing a financing
statement under the UCC, the completion of the filings and other actions specified on Schedule 3
(Filings) (which, 1n the case of all filings and other documents referred to on such schedule, have
been delivered to the Collateral Agent in completed and duly executed form), (b) the delivery to
the Collateral Agent of all Collateral consisting of Instruments and Certificated Securities, 1n each
case properly endorsed for transfer to the Collateral Agent or in blank, ) the execution of
Secunities Account Control Agreements with respect to Investment Property not mn certificated
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form, (d) the execution of Deposit Account Control Agreements with respect to all Deposit
Accounts of a Grantor and (e) all appropnate filings having been made with the United States
Copynight Office. Such secunty interest shall be prior to all other Liens on the Collateral except
for Customary Permutted Liens having prionity over the Collateral Agent’s Lien by operation of
law or otherwise as permitted under the Credrt Agreement

Section 3.3 Jurisdiction of Organization; Chief Executive Office

Such Grantor’s junsdiction of orgamzation, legal name, organizational
identification number, 1f any, and the location of such Grantor’s chief executive dfice or sole
place of business, mn each case as of the date hereof, 1s specified on Schedule 1 (Jurisdiction of
Organization; Principal Executive Office) and such Schedule 1 (Jurisdiction of Organization,
Principal Executive Office) also hsts all junsdictions of mcorporation, legal names and locations
of such Grantor’s chief executive office or sole place of busmess for the five years preceding the
date hereof.

Section 3.4 Inventory and Equipment

On the date hereof, such Grantor’s Inventory and Equipment (other than mobile
goods and Inventory or Equipment in transit) are kept at the locations hsted on Schedule 4
(Location of Inventory and Equipment) and such Schedule 4 (Location of Inventory and
Equipmeny) also list the locations of such Inventory and Equipment for the five years preceding
the date hereof.

Section 3.5 Pledged Collateral

() The Pledged Stock pledged hereunder by such Grantor 1s listed on
Schedule 2 (Pledged Collateral) and constitutes that percentage of the 1ssued and outstanding
equity of all classes of each 1ssuer thereof as set forth on Schedule 2 (Pledged Collateral).

®) All of the Pledged Stock (other than Pledged Stock in himuted habihty
companies and partnerships) has been duly authorzed, validly 1ssued and 1s fully paid and
nonassessable.

(© Each of the Pledged Stock constitutes the legal, valid and binding
obligation of the obligor with respect thereto, enforceable 1n accordance with 1ts terms, subject to
the effects of applicable bankruptcy, insolvency, fraudulent conveyance, reorgamzation,
moratorium and other similar laws relating to or affecting creditors’ nghts generally, and general
equitable principles (whether considered 1n a proceeding mn equity or at law)

@ All Pledged Collateral and, 1f applicable, any Additional Pledged
Collateral, consisting of Certificated Secunties or Instruments has been delivered to the Collateral
Agent 1 accordance with Section 4 4(a) (Pledged Collateral) and Section 7.11 of the Credit
Agreement ’

(e) All Pledged Collateral held by a Secunties Intermediary i a Securities
Account 15 1 a Control Account
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® Other than Pledged Stock constituting General Intangibles, there 1s o
Pledged Collateral other than that represented by Certificated Scunties or Instruments in the
possesston of the Collateral Agent or that consist of Financial Assets held in a Control Account.

- Section 3.6 Accounts

No amount payable to such Grantor under or n connection with any Account 1s
evidenced by any Instrument or Chattel Paper that has not been delivered to the Collateral Agent,
properly endorsed for transfer, to the extent delivery 1s required by Section 4 4 (Pledged
Collateral).

Section 3.7 Intellectual Property

(a) Schedule 5 (Intellectual Property) lists all Matenal Intellectual Property
of such Grantor on the date hereof, separately 1dentifying that owned by such Grantor and that
licensed to such Grantor. The Matenal Intellectual Property set forth on Schedule 5 (Intellectual
Property) for such Grantor constitutes all of the mntellectual property nghts necessary to conduct
1ts business. .

®) All Matenial Intellectual Property owned by such Grantor 1s vald,
subsisting, unexpired and enforceable, has not been adjudged 1nvahid and has not been abandoned
and the use thereof 1n the busmess of such Grantor does not infringe, misappropnate, dilute or
violate the intellectual property nghts of any other Person.

(© Except @ set forth in Schedule 5 (Intellectual Property), none of the
Matenal Intellectual Property owned by such Grantor 1s the subject of any lic ensing or franchise
agreement pursuant to which such Grantor 1s the licensor or franchisor.

(d) To such Grantor’s knowledge, no holding, decision or judgment has been
rendered by any Governmental Authonty that would lmit, cancel or question the vahdity of, or
such Grantor’s rights 1n, any Materal Intellectual Property.

(e) No action or proceeding seeking to imit, cancel or question the vahdity
of any Matenal Intellectual Property owned by such Grantor or such Grantor’s ownership interest
. theremn 1s pending or, to the knowledge of such Grantor, threatened. There are no clamms,
judgments or settlements to be paid by such Grantor relating to the Matenal Intellectual Property

Section 3.8 Deposit Accounts; Securities Accounts

The only Deposit Accounts or Securities Accounts mamtained by any Grantor on
the date hereof are those listed on Schedule 6 (Bank Accounts, Control Accounts), which sets
forth such information separately for each Grantor.

Section 3.9 Commercial Tort Claims

The only Commercial Tort Claims of any Grantor existing on the date hereof
(regardless of whether the amount, defendant or other matenal facts can be determined and

regardless of whether such Commercial Tort Claim has been asserted, threatened or has otherwise
been made known to the obligee thereof or whether litigation has been commenced for such
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claims) are those listed on Schedule 7 (Commercial Tort Claims), which sets forth such
information separately for each Grantor.

ARTICLE IV
COVENANTS

Each Grantor agrees with the Collateral Agent to the following, as long as any
Obligation @ Commitment remains outstanding and, in each case, unless the Collateral Agent
otherwise consents 1 wnting:

Section 4.1 Generally

Such Grantor shall (a) except for the secunity interest created by this Agreement
and any Second Lien Loan Document 1n accordance with the Intercreditor Agreement, not create
or suffer to exist any Lien upon or with respect to any Collateral, except Liens permutted under
Section 8 2 (Liens, Etc ) of the Credit Agreement, (b) not use or permut any Collateral to be used
unlawfully or in violation of any provision of this Agreement, any other.-Loan Document, any
Related Document (in any matenal respect), any Requirement of Law (in any matenal respect) or
any policy of msurance covenng the Collateral, (c) not enter into any agreement or undertaking
restncting the nght or ability of such Grantor or the Collateral Agent to sell, assign or transfer any
Collateral 1f such restrlctlon would have a Material Adverse Effect. R
Section 4.2 Maintenance of Perfected Security Interest; Further

Documentation

(a) Such Grantor shall maintain the secunty interest created by this
Agreement as a perfected secunty interest having at least the prionity described in Section 3 2
(Perfection and Priority) and shall defend such secunity interest and such priority against the
claims and demands of all Persons.

(b) Such Grantor shall furish to the Collateral Agent from time to time
statements and schedules further 1dentifying and descnibing the Collateral and such other reports
in connection with the Collateral as the Collateral Agent may reasonably request in wnting, all in
reasonable detail and in form and substance satisfactory to the Collateral Agent

(©) At any time and from time to time, upon the written request of the
Collateral Agent, and at the sole expense of such Grantor, such Grantor shall promptly and duly
execute and dehiver, and have recorded, such further instruments and documents and take such
further action as the Collateral Agent may reasonably request for the purpose of obtaimng or
preserving the full benefits of this Agreement and of the nghts. and powers herein granted,
including the filing of any financing or continuation statement under the UCC (or other simular
laws) 1n effect in any junsdiction with respect to the secunty interest created hereby and the
execution and dehvery of Deposit Account Control Agreements and Securities Account Control
Agreements

Section 4.3 Changes in Locations, Name, Etc.

(a) Except upon 30 days’ prior wntten notice © the Collateral Agent and
dehvery to the Collateral Agent of (1) all additional financing statements and other documents
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reasonably requested by the Collateral Agent to mamntam the validity, perfection and pnionity of
the secunty interests provided for heremn and (1) 1f applhcable, a wntten supplement to Schedule 4
(Location of Inventory and Equipment) showing (A) any additional locations at which Inventory
or Equipment shall be kept or (B) any changes 1n any location where Inventory or Equipment
shall be kept that would require the Collateral Agent to take any action to mamntain a perfected
security interest 1n such Collateral, such Grantor shall not do any of the following:

6)) permit any Inventory or Equipment to be kept at a location other than
those listed on Schedule 4 (Location of Inventory and Equipment), except for Inventory
or Equipment in transit;

() change 1ts jurisdiction of organization or 1ts location, 1n each case from
that referred to m Section 3.3 (Jurisdiction of Organization, Chief Executive Office); or

() change its legal name or any trade name used to 1dentify 1t 1n the conduct
of 1ts business or ownership of its properties or organizational 1dentification number, 1f
any, or corporation, limited hability company or other orgamzational structure to such an
extent that any financing statement filed in connection with this Agreement would
become misleading.

(b) Such Grantor shall keep and maintain at its own cost and expense
satisfactory and complete records of the Collateral, including a record of all payments recerved
and all credits granted with respect to the Collateral and all other dealings with the Collateral.

Section 4.4 Pledged Collateral

(a) Such Grantor shall (1) deliver to the Collateral Agent, all certificates and
Instruments representing or evidencing any Pledged Collateral (including Additional Pledged
Collateral), whether now existing or hereafter acquired, in smitable form for transfer by delivery
or, as applicable, accompanied by such Grantor’s endorsement, where necessary, or duly
executed 1nstruments of transfer or assignment 1n blank, all in form and substance satisfactory to
the Collateral Agent, together, 1n respect of any Additional Pledged Collateral, with a Pledge
Amendment, duly executed by the Grantor, 1n substantially the form of Annex 3 (Form of Pledge
Amendmeny), an acknowledgment and agreement to a Joinder Agreement duly executed by the
Grantor, 1n substantially the form 1 the form of Annex 4 (Form of Joinder Agreement), or such
other documentation acceptable to the Collateral Agent and (u) maintamn all other Pledged
Collateral constituting Investment Property in a Control Account. Such Grantor authorizes the
Collateral Agent to attach each Pledge Amendment to this Agreement. The Collateral Agent
shall have the night, at any tume 1n 1ts discretion and without notice to the Grantor, to transfer to or
to register n 1its name or tn the name of its nomunees any Pledged Collateral The Collateral
Agent shall have the right at any time to exchange any certificate or mstrument representing or
evidencing any Pledged Collateral for certificates or istruments of smaller or larger
denominations

) Such Grantor shall be entitled to receive all cash dividends paid
respect of the Pledged Collateral (other than hquidating or distributing dividends) with respect to
the Pledged Collateral Any sums paid upon or in respect of any Pledged Collateral upon the
liquidation or dissolution of any 1ssuer of any Pledged Collateral, any distribution of capital made
on or 1 respect of any Pledged Collateral or any property distributed upon or with respect to any
Pledged Collateral pursuant to the recapitalization or reclassification of the capital of any 1ssuer
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of Pledged Collateral or pursuant to the reorganization thereof shall, unless otherwise subject to a
perfected secunty mterest in favor of the Collateral Agent, be delivered to the Collateral Agent to
be held by 1t hereunder as additional collateral security for the Secured Obligations. If any sum
of money or property so paid or distributed 1n respect of any Pledged Collateral shall be recerved
by such Grantor, such Grantor shall, until such money or property is paid or delivered to the
Collateral Agent, hold such money or property 1n trust for the Collateral Agent, segregated from
other funds of such Grantor, as additional secunty for the Secured Obligations '

(©) Such Grantor shall be entitled to exercise all voting, consent and
corporate, partnership, hmited lhability company and sumular nghts with respect to the Pledged
Collateral, provided, however, that no vote shall be cast, consent given or night exercised or other
action taken by such Grantor that would impair the Collateral, be inconsistent with or result in
any violation of any provision of the Credit Agreement, this Agreement or any other Loan
Document or, without prior notice to the Collateral Agent, enable or permut any 1ssuer of Pledged
Collateral to 1ssue any Stock or other equity Scunties of any nature or to issue any other
securities convertible nto or granting the night to purchase or exchange for any Stock or other
equity Secunties of any nature of any issuer of Pledged Collateral

(d) Such Grantor shall not grant “control’ (within the meaning of such term
under Article 3106 of the UCC) over any Investment Property to any Person other than the
Collateral Agent.

N e e vn o bt -~ e T

(e) In the case of each Grantor that 1s an 1ssuer of Pledged Collateral, such
Grantor agrees to be bound by the terms of this Agreement relating to the Pledged Collateral
1ssued by 1t and shall comply with such terms nsofar as such terms are applicable to 1t In the
case of any Grantor that 1s a holder of any Stock or Stock Equivalent 1n any Person that 1s an
1ssuer of Pledged Collateral, such Grantor consents to (1) the exercise of the rights granted to the
Collateral Agent hereunder (including those described 1n Section 5 3 (Pledged Collateral)), and
(u) the pledge by each other Grantor, pursuant to the terms hereof, of the Pledged Stock 1n such
Person and to the transfer of such Pledged Stock to the Collateral Agent or its nominee and to the
substitution of the Collateral Agent or 1ts normunee as a holder of such Pledged Stock with all the
rights, powers and duties of other holders of Pledged Stock of the same class and, if the Grantor
having pledged such Pledged Stock hereunder had any nght, power or duty at the time of such
pledge or at the time of such substitution beyond that of such other holders, with all such
additional rights, powers and duties Such Grantor agrees to execute and dehiver to the Collateral
Agent such certificates, agreements and other documents as may be necessary to evidence,
formalize or otherwise give effect to the consents gtven 1n this clause (e).

® Such Grantor shall not, without the consent of the Collateral Agent,
agree to any amendment of any Constituent Document that n any way adversely affects the
perfection of the secunity interest of the Collateral Agent 1n the Pledged Collateral pledged by
such Grantor hereunder, including any amendment electing to treat any membership mterest or
partnership imterest that 1s part of the Pledged Collateral as a “secunty” under Section 8-103 of
the UCC, or any election to turn any previously uncertificated Stock that 1s part of the Pledged
Collateral into certificated Stock

Section 4.5 Accounts

(a) Such Grantor shall not, other than in the ordinary course of business
consistent with 1ts past practice, (1) grant any extension of the time of payment of any Account,
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(1) compromuse or settle any Account for less than the full amount thereof, (11) release, wholly or
partially, any Person hable for the payment of any Account, (1v) allow any credit or discount on
any Account or (v) amend, supplement or modify any Account in any manner that could
adversely affect the value thereof. i

(b) The Collateral Agent shall have the nght to make test venfications of the
Accounts 1n any manner and through any medium that 1t reasonably considers advisable, and such
Grantor shall furnish all such assistance and information as the Collateral Agent may reasonably
require 1n connection therewith; provided, however, that unless a Default or Event of Default
shall be continuing, the Collateral Agent shall make no more than four such test venfications of
the Accounts during any calendar year. At any time and from time to time, upon the Collateral
Agent’s request and at the expense of the relevant Grantor, such Grantor shall cause independent
public accountants or others satisfactory to the Collateral Agent to furmsh to the Collateral Agent
reports showing reconcihations, aging and test verifications of, and trial balances for, the
Accounts; provided, however, that unless a Default or Event of Default shall be continuing, the
Collateral Agent shall request no more than four such reports during any calendar year.

Section 4.6 Delivery of Instruments and Chattel Paper

If any amount 1n excess of $100,000 payable under or in connection with any
Collateral owned by such Grantor shall be or become evidenced by an Instrument or Chattel

Paper, such Grantor shall deliver, within five Business Days, such Instrument or Chattel Paper to—

the Collateral Agent, duly indorsed in a manner satisfactory to the Collateral Agent, or, 1f
consented to by the Collateral Agent, shall mark all such Instruments and Chattel Paper with the
following legend: “This wnting and the obhgations evidenced or secured hereby are subject to
the security interest of CSFB, as Collateral Agent”.

_Section 4.7 Intellectual Property

(a) Such Grantor (either itself or through licensees) shall (1) continue to se
each Trademark that 1s Matenal Intellectual Property 1n order to maintan such Trademark 1n full
force and effect with respect to each class of goods for which such Trademark 1s currently used,
free from any claim of abandonment for non-use, (1) mamtain as in the past the quality of
products and services offered under such Trademark, (1) use such Trademark with the
appropriate notice of registration and all other notices and legends required by applicable
Requirements of Law, (1v) not adopt or use any mark that 1s confusingly simlar or a colorable
mmutation of such Trademark unless the Collateral Agent shall obtain a perfected secunity interest
n such mark pursuant to this Agreement and (v) not (and not permit any hcensee or sublicensee
thereof to) do any act or knowingly omut to do any act whereby such Trademark (or any goodwill
associated therewith) may become destroyed, invahidated, impaired or harmed 1n any way.

(b) Such Grantor (either 1tself or through licensees) shall not do any act, or
omit to do any act, whereby any Patent that 1s Material Intellectual Property may become
forfeited, abandoned or dedicated to the public

(© Such Grantor (either 1tself or through licensees) (1) shall not (and shall
not permit any licensee or sublicensee thereof to) do any act or ormut to do any act whereby any
portion of the Copyrights that 1s Matenal Intellectual Property may become invahdated or
otherwise impaired and (11) shall not (either itself or through hcensees) do any act whereby any
portion of the Copynghts that 1s Matenal Intellectual Property may fall into the public domain
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(d) Such Grantor (either itself or through licensees) shall not do any act, or
omit to do any act, whereby any trade secret that 1s Matenal Intellectual Property may become
publicly available or otherwise unprotectable.

(e) Such Grantor (either itself or through licensees) shall not do any act that
knowingly uses any Matenal Intellectual Property to infringe, musappropriate, or violate the
intellectual property nghts of any other Person.

® Such Grantor shall notify the Collateral Agent immediately if 1t knows,
or has reason to know, that any application or registration relating to any Matenal Intellectual
Property may become forfeited, abandoned or dedicated to the public, or of any adverse
determination or development (including the mstitution of, or any such deterrunation or
development 1n, any proceeding 1n the United States Patent and Trademark Office, the United
States Copynight Office or any court or tnbunal in any country) regarding such Grantor’s
ownership of, nght to use, nterest i, or the validity of, any Matenal Intellectual Property or such
Grantor’s nght to register the same or to own and maintain the same.

(2 Whenever such Grantor, either by itself or through any agent, hic ensee or
designee, shall file an application for the registration of any Intellectual Property with the United
States Patent and Trademark Office, the United States Copynght Office or any simular office or
agency within or outside the United States or register any Internet domain name, such Grantor
shall report such filing to the Collatéral’ Agent within five Business Days after the last day of the
fiscal quarter in which such filing occurs. Upon request of the Collateral Agent, such Grantor
shall execute and deliver, and have recorded, all agreements, instruments, documents and papers
as the Collateral Agent may request to evidence the Collateral Agent’s secunty mterest i any
Copynight, Patent, Trademark or Internet domamn name and the goodwill and general intangibles
of such Grantor relating thereto or represented thereby

(h) Such Grantor shall take all reasonable actions necessary or requested by
the Collateral Agent, including 1n any proceeding before the United States Patent and Trademark
Office, the Umited States Copynight Office or any similar office or agency and any Internet
domain name registrar, to maintain and pursue each application (and to obtain the relevant
registration) and to maintan each registration of any Copynght, Trademark, Patent or Internet
domain name that 1s Materal Intellectual Property, including filing of applications for renewal,
affidavits of use, affidavits of incontestability and opposition and nterference and cancellation
proceedings

1)) In the event that any Matenial Intellectual Property 1s or has been
infringed upon or musappropniated or diluted by a third party, such Grantor shall notify the
Collateral Agent promptly after such Grantor leams thereof Such Grantor shall take appropriate
action 1 response to such mnfringement, misappropnation of dilution, including promptly
bringing suit for infringement, misappropriation or dilution and to recover all damages for such
infringement, musappropriation of dilution, and shall take such other actions as may be
appropriate i 1its reasonable judgment under the circumstances to protect such Matenal
Intellectual Property

Unless otherwise agreed to by the Collateral Agent, such Grantor shall execute
and deliver to the Collateral Agent for filing (1) in the United States Copynight Office a short-
form copynght security agreement 1n the form attached hereto as Annex 5 (Form of Short Form
Intellectual Property Security Agreement), (n) in the United States Patent and Trademark Office
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and with the Secretary of State of all appropnate States of the United States a short-form patent
secunty agreement in the form attached hereto as Annex 5 (Form of Short Form Intellectual
Property Security Agreement), (i) n the United States Patent and Trademark Office a short-form
trademark secunity agreement in form attached hereto as Annex 5 (Form of Short Form
Intellectual Property Security Agreement) and (1v) with the appropnate Internet domain name
registrar, a duly executed form of assignment of such Internet domain name to the Collateral
Agent (together with appropriate supporting documentation as may be requested by the Collateral
Agent) n form and substance reasonably acceptable to the Collateral Agent. In the case of
clause (1v) above, such Grantor hereby authorizes the Collateral Agent to file such assignment 1n
such Grantor’s name and to otherwise perform n the name of such Grantor all other necessary
actions to complete such assignment, and each Grantor agrees to perform all appropniate actions
deemed necessary by the Collateral Agent for the Collateral Agent to ensure such Internet domain
name 1s registered 1n the name of the Collateral Agent.

Section 4.8 Payment of Obligations

Such Grantor shall pay and discharge or otherwise satisfy at or before maturity or
before they become delinquent, as the case may be, all taxes, assessments and governmental
charges or levies imposed upon the Collateral or 1n respect of mncome or profits therefrom, as well
as all claims of any kind (including claims for labor, matenials and supphes) against or with
respect to the Collateral, except that no such charge need be paid if the amount or vahdity thereof
15 currently being contested 1n good faith by approprnate proceedings, reserves in conformity with
GAAP with respect thereto have been provided on the books of such Grantor and such
proceedings could not reasonably be expected to result in the sale, forfeiture or loss of any
material portion of the Collateral or any interest therein.

Section 4.9 Insurance

Such Grantor shall @) mamtamn, and cause to be maintamed for each of its
Subsidianies, msurance with responsible and reputable insurance companies or associations n
such amounts and covering such nsks as s usually carried by companies engaged in simular
businesses and owning simular properties 1n the same general areas in which such Grantor or such
Subsidiary operates, and such other msurance as may be reasonably requested by the Collateral
Agent, and, 1n any event, all insurance required by any Collateral Documents and (b) cause all
such surance to name the Collateral Agent on behalf of the Secured Parties as additional insured
or loss payee, as appropnate, and to provide that no cancellation, material addition 1n amount or
matenal change 1n coverage shall be effective until after 30 days’ wntten notice thereof to the
Collateral Agent

Section 4.10  Notice of Commercial Tort Claims

Such Grantor agrees that, 1f 1t shall acquire any nterest in any Commercial Tort
Claim (whether from another Person or because such Commercial Tort Claim shall have come
Into existence), (a) it shall, within five Business Days of such acquisition, deliver to the Collateral
Agent, n each case mn form and substance satisfactory to the Collateral Agent, a notice of the
existence and nature of such Commercial Tort Claim and deliver a supplement to Schedule 7
(Commercial Tort Claims) containing a reasonable description of such Commercial Tort Claim,
(b) the provision of Section 2 1 (Collateral) shall apply to such Commercial Tort Claim and (c) 1t
shall execute and deliver to the Collateral Agent, in each case 1n form and substance satisfactory
to the Collateral Agent, any certificate, agreement and other document, and take all other action,
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deemed by the Collateral Agent to be reasonably necessary or appropriate for the Collateral
Agent to obtaimn, on behalf of the Lenders, a first-prionty, perfected security nterest in all such
Commercial Tort Claims Any supplement to Schedule 7 (Commercial Tort Claims) delivered
pursuant to this Section 4 10 (Notice of Commercial Tort Claims) shall, after the receipt thereof
by the Collateral Agent, become part of Schedule 7 (Commercial Tort Claims) for all purposes
hereunder other than 1n respect of representations and warranties made prior to the date of such
recelpt.

ARTICLE V
REMEDIAL PROVISIONS
Section 5.1 Code and Other Remedies

During the continuance of an Event of Default, the Collateral Agent may
exercise, in addition to all other rights and remedies granted to 1t in this Agreement and 1n any
other nstrument or agreement securing, evidencing or relating to the Secured Obligations, all
rights and remedies of a secured party under the UCC or any other applicable law  Without
limiting the generality of the foregoing, the Collateral Agent, without demand of performance or
other demand, presentment, protest, advertisement or notice of any kind (except any notice
required by law referred to below) to or upon any Grantor or any other Person (all and each of
which demands, defenses;” advertisements and notices are hereby waived), may i such
circumstances forthwith collect, receive, appropnate and reahize upon any Collateral, and may
forthwith sell, lease, assign, give option or options to purchase, or otherwise dispose of and
deliver any Collateral (or contract to do any of the foregoing), in one or more parcels at public or
private sak or sales, at any exchange, broker’s board or office of the Collateral Agent or any
Lender or elsewhere upon such terms and conditions as 1t may deem advisable and at such prices
as 1t may deem best, for cash or on credit or for future delivery without assumption of any credit
nsk. The Collateral Agent shall have the nght upon any such public sale or sales, and, to the
extent permitted by the UCC and other apphcable law, upon any such private sale or sales, to
purchase the whole or any part of the Collateral so sold, free of any right or equity of redemption
of any Grantor, which nght or equity 1s hereby waived and released Each Grantor further agrees,
at the Collateral Agent’s request, to assemble the Collateral and make 1t available to the Collateral
Agent at places that the Collateral Agent shall reasonably select, whether at such Grantor’s
premuses or elsewhere. The Collateral Agent shall apply the net proceeds of any action taken by
1t pursuant to tus Section 5 I, after deducting all reasonable costs and expenses of every kind
tncurred 1 connection therewith or incidental to the care or safekeeping of any Collateral or n
any way relating to the Collateral or the nghts of the Collateral Agent and any other Secured
Party hereunder, including reasonable attorneys’ fees and disbursements, to the payment in whole
or m part of the Secured Obligations, 1n such order as the Credit Agreement shall prescribe, and
only after such application and after the payment by the Collateral Agent of any other amount
required by any proviston of law, need the Collateral Agent account for the surplus, if any, to any
Grantor To the extent permutted by applicable law, each Grantor waives all claims, damages and
demands 1t may acquire against the Collateral Agent or any other Secured Party ansing out of the
exercise by them of any rights hereunder, except where such claims, damages or demands have
resulted primarily from the gross negligence or willful misconduct of the Collateral Agent or any
other Secured Party, as determined by a court of competent jurisdiction 1n a final non-appealable
Judgment or order If any notice of a proposed sale or other disposition of Collateral shall be
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required by law, such notice shall be deemed reasonable and proper 1f given at least 10 days
before such sale or other disposition.

Section 5.2 Accounts and Payments in Respect of General Intangibles

(a) In addition to, and not n substitution for, any similar requirement in the
Credit Agreement, 1f required by the Collateral Agent at any time during the continuance of an
Event of Default, any payment of Accounts or payment 1 respect of General Intangibles, when
collected by any Grantor, shall be forthwith (and, 1n any event, within five Busmess Days)
deposited by such Grantor n the exact form received, duly indorsed by such Grantor to the
Collateral Agent, m an Approved Deposit Account or a Cash Collateral Account, subject to
withdrawal by the Collateral Agent as provided in Section 5 4 (Proceeds to be Turned Over To
Collateral Agent) Until so turned over, such payment shall be held by such Grantor n trust for
the Collateral Agent, segregated from other funds of such Grantor At the Collateral Agent’s
written request, each such deposit of Proceeds of Accounts and payments i respect of General
Intangibles shall be accompamied by a report 1dentifying m reasonable detail the nature and
source of the payments included 1n the deposit

®) At the Collateral Agent’s request, during the continuance of an Event of
Default, each Grantor shall dehver to the Collateral Agent all ongmnal and other documents
evidencing, and relating to, the agreements and transactions that gave nise to the Accounts or
payments 1n respect of General Intangibles, including all orders, invoices and shipping receipts.

©) The Collateral Agent may, without notice, at any time during the
continuance of an Event of Default, it or termiate the authority of a Grantor to collect its
Accounts or amounts due under General Intangibles or any portion thereof.

(d The Collateral Agent 1 1ts own name or 1n the name of others may at
any time during the continuance of an Event of Default, after giving notice to the relevant Grantor
or Grantors, commumcate with Account Debtors to verify with them to the Collateral Agent’s
satisfaction the existence, amount and terms of any Account or amounts due under any General
Intangible

(e) Upon the request of the Collateral Agent at any time during the
continuance of an Event of Default, each Grantor shall notify Account Debtors that the Accounts
or General Intangibles have been collaterally assigned to the Collateral Agent and that payments
1n respect thereof shall be made directly to the Collateral Agent. In addition, the Collateral Agent
may at any time duning the continuance of an Event of Default enforce such Grantor’s nghts
against such Account Debtors and obligors of General Intangibles

) Anything herein to the contrary notwithstanding, each Grantor shall
remain hable under each of the Accounts and payments in respect of General Intangibles to
observe and perform all the conditions and obligations to be observed and performed by it
thereunder, all 1n accordance with the terms of any agreement giving nse thereto Neither the
Collateral Agent nor any other Secured Party shall have any obhgation or hability under any
agreement giving rise to an Account or a payment 1n respect of a General Intangible by reason of
or ansing out of this Agreement or the receipt by the Collateral Agent nor any other Secured
Party of any payment relating thereto, nor shall the Collateral Agent nor any other Secured Party
be obligated 1n any manner to perform any obligation of any Grantor under or pursuant to any
agreement giving rise to an Account or a payment 1n respect of a General Intangible, to make any
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payment, to make any inquiry as to the nature or the sufficiency of any payment received by 1t or
as to the sufficiency of any performance by any party thereunder, to present or file any claim, to
take any action to enforce any performance or to collect the payment of any amounts that may
have been assigned to 1t or to which 1t may be entitled at any time or times.

Section 5.3 Pledged Collateral

(a) During the continuance of an Event of Default, upon notice by the
Collateral Agent to the relevant Grantor or Grantors, (1) the Collateral Agent shall have the nght
to recerve any Proceeds of the Pledged Collateral and make apphication thereof to the Obligations
n the order set forth 1n the Credit Agreement and (11) the Collateral Agent or its nominee may
exercise (A) any voting, consent, corporate and other right pertaining to the Pledged Collateral at
any meeting of shareholders, partners or members, as the case may be, of the relevant 1ssuer or
1ssuers of Pledged Collateral or otherwise and (B)any night of conversion, exchange and
subscription and any other night, privilege or option pertaining to the Pledged Collateral as if 1t
were the absolute owner thereof (including the right to exchange at its discretion any of the
Pledged Collateral upon the merger, amalgamation, consohdation, reorganization, recapitalization
or other fundamental change mn the corporate or equivalent structure of any 1ssuer of Pledged
Stock, the right to deposit and deliver any Pledged Collateral with any commuttee, depositary,
transfer agent, registrar or other designated agency upon such terms and conditions as the
Collateral Agent may determine), all without liability except to account for property actually

received by 1t; provided, however, that the Collateral Agent shall have no duty to any Grantor to™

exercise any such right, pnvilege or option and shall not be responsible for any failure to do so or
delay 1 so doing

(b) In order to permit the Collateral Agent to exercise the voting and other
consensual rights that 1t may be entitled to exercise pursuant hereto and to receive all dividends
and other distributions that 1t may be entitled to recerve hereunder, (1) each Grantor shall
promptly execute and deliver (or cause to be executed and dehivered) to the Collateral Agent all
such proxies, dividend payment orders and other instruments as the Collateral Agent may from
ume to time reasonably request and (1) without imiting the effect of clause (1) above, each
Grantor hereby grants to the Collateral Agent an irrevocable proxy to vote all or any part of the
Pledged Collateral and to exercise all other rights, powers, privileges and remedies to which a
holder of the Pledged Collateral would be entitled (including giving or withholding written
consents of shareholders, parters or members, as the case may be, calling special meetings of
shareholders, partners or members, as the case may be, and voting at such meetings), which proxy
shall be effective, automatically and without the necessity of any action (including any transfer of
any Pledged Collateral on the record books of the 1ssuer thereof) by any other person (including
the 1ssuer of such Pledged Collateral or any officer or agent thereof) during the continuance of an
Event of Default and which proxy shall only terminate upon the payment 1n full of the Secured
Obligations.

() Each Grantor hereby expressly authonzes and instructs each issuer of
any Pledged Collateral pledged hereunder by such Grantor to (1) comply with any mstruction
recerved by 1t from the Collateral Agent in writing that (A) states that an Event of Default has
occurred and 1s continuing and (B) 1s otherwise 1n accordance with the terms of this Agreement,
without any other or further instructions from such Grantor, and each Grantor agrees that such
1ssuer shall be fully protected in so complying and (u1) unless otherwise expressly permutted
hereby, pay any dividend or other payment with respect to the Pledged Collateral directly to the
Collateral Agent
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Section 5.4 Proceeds to be Turned Over To Collateral Agent

Unless otherwise expressly provided in the Credit Agreement, all Proceeds
recerved by the Collateral Agent hereunder in cash or Cash Equivalents shall be held by the
Collateral Agent in a Cash Collateral Account. All Proceeds while held by the Collateral Agent
in a Cash Collateral Account (or by such Grantor 1n trust for the Collateral Agent) shall continue
to be held as collateral security for the Secured Obligations and shall not constitute payment
thereof until applied as provided in the Credit Agreement.

Section 5.5 Registration Rights

(a) If the Collateral Agent shall determine to exercise its right to sell any of
the Pledged Collateral pursuant to Section 5 1 (Code and Other Remedies), and if m the opinion
of the Collateral Agent 1t 1s necessary or advisable to have the Pledged Collateral, or any portion
thereof, to be registered wnder the provisions of the Securities Act, the relevant Grantor shall
cause the 1ssuer thereof to (1) execute and deliver, and cause the directors and officers of such
1ssuer to execute and dehver, all such instruments and documents, and do or cause to be done all
such other acts as may be, 1n the opmion of the Collateral Agent, necessary or advisable to
register the Pledged Collateral, or that portion thereof to be sold, under the provisions of the
Securities Act, (1) use 1ts best efforts to cause the egistration statement relating thereto to
become effective and to remain effective for a period of one year from the date of the first public
offering of the Pledged Collateral, or that portion thereof to be sold and (1) make all
amendments thereto or to the related prospectus that, n the opimon of the Collateral Agent, are
necessary or advisable, all in conformity with the requirements of the Securities Act and the rules
and regulations of the Securities and Exchange Commussion applicable thereto. Each Grantor
agrees to cause such issuer to comply with the provisions of the securities or “Blue Sky” laws of
any junsdiction that the Collateral Agent shall designate and to make available to its secunty
holders, as soon as practicable, an earnings statement (which need not be audited) satisfying the
provisions of Section 11(a) of the Securities Act

()] Each Grantor recognizes that the Collateral Agent may be unable to
effect a public sale of any Pledged Collateral by reason of certain prohibitions contained 1n the
Secunties Act and apphcable state securities laws or otherwise or may determine that a public
sale 1s impracticable or not commercially reasonable and, accordingly, may resort to one or more
private sales thereof to a restricted group of purchasers that shall be obliged to agree, among other
things, to acquire such securties for their own account for investment and not with a view to the
distribution or resale thereof Each Grantor acknowledges and agrees that any such private sale
may result n prices and other terms less favorable than 1f such sale were a public sale and,
notwithstanding such circumstances, agrees that any such private sale shall be deemed to have
been made m a commercially reasonable manner. The Collateral Agent shall be under no
obligation to delay a sale of any Pledged Collateral for the period of time necessary to permit the
1ssuer thereof to register such securities for public sale under the Securities Act, or under
applicable state secunties laws, even 1f such issuer would agree to do so.

(c) Each Grantor agrees to use 1ts best efforts to do or cause to be done all
such other acts as may be necessary to make such sale or sales of all or any portion of the Pledged
Collateral pursuant to this Section 55 vahd and binding and m compliance with all other
apphcable Requirements of Law Each Grantor further agrees that a breach of any covenant
contamned 1n this Section 55 will cause irreparable mjury to the Collateral Agent and other
Secured Parties, that the Collateral Agent and the other Secured Parties have no adequate remedy
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at law 1n respect of such breach and, as a consequence, that each and every covenant contained in
this Section 5 § shall be specifically enforceable agamnst such Grantor, and such Grantor hereby
waives and agrees not to assert any defense agamst an action for specific performance of such
covenants except for a defense that no Event of Default has occurred under the Credit Agreement

Section 5.6 Deficiency

Each Grantor shall remain liable for any deficiency if the proceeds of any sale or
other disposition of the Collateral are nsufficient to pay the Secured Obligations and the fees and
disbursements of any attorney employed by the Collateral Agent or any other Secured Party to
collect such deficiency.

Section 5.7  Approvals

Without hmiting the generality of the foregoing, each Gantor shall take any
action which the Collateral Agent may reasonably request in order to transfer and assign to the
Collateral Agent, or such one or more third parties as the Collateral Agent may designate, or to a
combination of the foregoing, each Commumcations License, CATV Franchise or PUC
Authorization or other approval from a Governmental Authonty and the Collateral Agent 1s
empowered to request the appointment of a receiver from any court of competent junsdiction to
enforce such obligations. Such receiver shall be nstructed to seek from the Governmental
Authonty an voluntary transfer of control of each such Communications License, CATV
Franchise or PUC Authonization or other approval for the purpose of seeking a bona fide
purchaser to whom control will ultimately be transferred Each Grantor hereby agrees to
authorize such an involuntary assignment or transfer of control upon the request of the receiver so
appointed and, if such Grantor shall refuse to authorize the transfer, 1ts approval may be required
by the court. Furthermore, each Grantor shall use 1its best efforts to assist in obtaining approval of
any Governmental Authonty, 1f required, for any action or transaction contemplated by this
Agreement, including, without hmitation, the preparation, execution and filing with any
Governmental Authonty of the assignor’s or transferor’s portion of any application or
applications for consent to the assignment of any Communications License, CATV Franchise or
PUC Authornization or other approval or transfer of control necessary or appropnate under the
rules and regulations of any Governmental Authonty for the approval of the transfer or
assignment d any portion of the assets of such Grantor, together with any Communications
License, CATV Franchise or PUC Authonzation or other approval. Because each Grantor agrees
that the Collateral Agent’s remedy at law for failure of such Grantor to comply with the
provisions of this Section 5 7 would by inadequate and that such failure would not be adequately
compensable 1n damages, each Grantor agrees that these covenants and agreements may be
specifically enforced, and each Grantor hereby waives, and agrees not to assert, any defenses
agamnst an action for specific performance of such covenants Notwithstanding the foregoing, the
Lenders and the Collateral Agent understand and agree that the assignment or transfer of control
of some of the Communications Licenses requires advance approval by the FCC
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ARTICLE VI
THE COLLATERAL AGENT
Section 6.1 Collateral Agent’s Appointment as Attorney-in-Fact

(a) Each Grantor hereby irrevocably constitutes and appoints the Collateral
Agent and any officer or agent thereof, with full power of substitution, as 1ts true and lawful
attorney-m-fact with full irrevocable power and authonity 1n the place and stead of such Grantor
and 1n the name of such Grantor or n 1ts own name, for the purpose of carrying out the terms of
this Agreement, to take any appropriate action and to execute any document or mnstrument that
may be necessary or desirable to accomplish the purposes of this Agreement, and, without
limiting the generality of the foregoing, each Grantor hereby gives the Collateral Agent the power
and nght, on behalf of such Grantor, without notice to or assent by such Grantor, to do any of the
following.

)] in the name of such Grantor or its own name, or otherwise, take
possession of and mdorse and collect any check, draft, note, acceptance or other
instrument for the payment of moneys due under any Account or General Intangible or
with respect to any other Collateral and file any claim or take any other action or
proceeding mn any court of law or equity or otherwise deemed appropniate by the
Collateral Agent for the purpose of collecting any such moneys due under any Account or
General Intangible or with respect to any other Collateral whenever payable;

() m the case of any Intellectual Property, execute and deliver, and have
recorded, any agreement, instrument, document or paper as the Collateral Agent may
request to evidence the Collateral Agent’s secunty interest in such Intellectual Property
and the goodw1ll and General Intangibles of such Grantor relating thereto or represented
thereby;

() pay or discharge taxes and Liens levied or placed on or threatened
agamst the Collateral, effect any repair or pay any insurance called for by the terms of
this Agreement (including all or any part of the premiums therefor and the costs thereof),

() execute, 1 connection with any sale provided for in Section 5 1 (Code
and Other Remedies) or 5 5 (Registration Rights), any endorsement, assignment or other
nstrument of conveyance or transfer with respect to the Collateral; or

v) (A) direct any party hable for any payment under any Collateral to make
payment of any moneys due or to become due thereunder directly to the Collateral Agent
or as the Collateral Agent shall direct, (B) ask or demand for, collect, and receive
payment of and receipt for, any moneys, claims and other amounts due or to become due
at any time in respect of or ansing out of any Collateral, (C) sign and indorse any invoice,
freight or express bull, bill of lading, storage or warechouse receipt, draft aganst debtors,
assignment, venfication, notice and other document in connection with any Collateral,
(D) commence and prosecute any suit, action or proceeding at law or 1 equity m any
court of competent junisdiction to collect any Collateral and to enforce any other right in
respect of any Collateral, (E) defend any suit, action or proceeding trought against such
Grantor with respect to any Collateral, (F) settle, compromise or adjust any such suit,
action or proceeding and, 1n connection therewith, give such discharges or releases as the
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Collateral Agent may deem appropriate, (G) assign any Copyright, Patent or Trademark
(along with the goodwill of the business to which any such Trademark pertains)
throughout the world for such term or terms, on such conditions, and n such manner as
the Collateral Agent shall m its sole discretion determune, ncluding the execution and
fiing of any document necessary to effectuate or record such assignment and
(H) generally, sell, transfer, pledge and make any agreement with respect to or otherwise
deal with any Collateral as fully and completely as though the Collateral Agent were the
absolute owner thereof for all purposes, and do, at the Collateral Agent’s option and such
Grantor’s expense, at any time, or from time to time, all acts and things that the Collateral
Agent deems necessary to protect, preserve or realize upon the Collateral and the
Collateral Agent’s and the other Secured Parties’ secunity mterests therein and to effect
the intent of this Agreement, all as fully and effectively as such Grantor mught do

Anything 1n this clause (a) to the contrary notwithstanding, the Collateral Agent agrees that 1t
shall not exercise any nght under the power of attorney provided for 1n this clause (a) unless an
Event of Default shall be continuing.

) If any Grantor fails to perform or comply with any of its agreements
contained 1n this Agreement, the Collateral Agent, at 1ts option, but without any obhgation so to
do, may perform or comply, or otherwise cause performance or comphance, with such agreement.

© The reasonable expenses of the Collateral Agent incurred in connection
with actions undertaken as provided 1 this Section 6 1, together with interest thereon at a rate per
annum equal to the rate of interest provided 1n Sections 2 10(a)(1) and (¢) (Rate of Interest) of the
Credit Agreement, shall be payable by such Grantor to the Collateral Agent on demand

(d) Each Grantor hereby ratifies all that said attorneys shall lawfully do or
cause to be done by virtue hereof. All powers, authonzations and agencies contamed 1n this
Agreement are coupled with an mterest and are irrevocable until this Agreement 1s terminated and
the secunty interests created hereby are released

Section 6.2 Duty of Collateral Agent

The Collateral Agent’s sole duty with respect to the custody, safekeeping and
physical preservation of the Collateral 1n 1ts possession shall be to deal wath it in the same manner
as the Collateral Agent deals with similar property for its own account Neither the Collateral
Agent, any other Secured Party nor any of their respective officers, directors, employees or agents
shall be hable for failure to demand, collect or realize upon any Collateral or for any delay in
dong so or shall be under any obhigation to sell or otherwise dispose of any Collateral upon the
request of any Grantor or any other Person or to take any other action whatsoever with regard to
any Collateral. The powers conferred on the Collateral Agent hereunder are solely to protect the
Collateral Agent’s and the Secured Parties’ interests in the Collateral and shall not impose any
duty upon the Collateral Agent or any other Secured Party to exercise any such powers The
Collateral Agent and the other Secured Parties shall be accountable only for amounts that they
actually recerve as a result of the exercise of such powers, and neither they nor any of their
respective officers, directors, employees or agents shall be responsible to any Grantor for any act
or failure to act hereunder, except for their own gross neghgence or wiliful misconduct
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Section 6.3 Authorization of Financing Statements

Each Grantor authorizes the Collateral Agent and 1ts Affihiates, counsel and other
representatives, at any time and from time to tume, to file or record financing statements,
amendments to financing statements, and other filing or recording documents or mstruments with
respect to the Collateral 1in such form and 1n such offices as the Collateral Agent reasonably
determines appropriate to perfect the secunty interests of the Collateral Agent under ths
Agreement, and such financing statements and amendments may described the Collateral covered
thereby as “all assets of the debtor”, “all personal property of the debtor” or words of simlar
effect. Each Grantor hereby also authonizes the Collateral Agent and 1ts Affiliates, counsel and
other representatives, at any time and from time to time, to file continuation statements with
respect to previously filed financing statements A photographic or other reproduction of this
Agreement shall be sufficient as a financing statement or other filing or recording document or
instrument for filing or recording mn any junsdiction :

Section 6.4 Authority of Collateral Agent

Each Grantor acknowledges that the rights and responsibihities of the Collateral
Agent under this Agreement with respect to any action taken by the Collateral Agent or the
exercise or non-exercise by the Collateral Agent of any option, voting nght, request, judgment or
other nght or remedy provided for heremn or resulting or ansing out of this Agreement shall, as
between the Collateral Agent and the other Secured Parties, be governed by the Credit Agreement
and by such other agreements with respect thereto as may exist from time to time among them,
but, as between the Collateral Agent and the Grantors, the Collateral Agent shall be conclusively
presumed to be acting as agent for the Collateral Agent and the other Secured Parties with full
and valid authonity so to act or refrain from acting, and no Grantor shall be under any obhigation,
or entitlement, to make any inquiry respecting such authonty.

ARTICLE VII
MISCELLANEOUS
Section 7.1 Amendments in Writing

None of the terms or provisions of this Agreement may be waived, amended,
supplemented or otherwise modified except n accordance with Section 11 1 (Amendments,
Waivers, Etc ) of the Credit Agreement, provided, however, that annexes to this Agreement may
be supplemented (but no existing provisions may be modified and no Collateral may be released)
through Pledge Amendments and Joinder Agreements, in substantially the form of Annex 3 (Form
of Pledge Amendment) and Annex 4 (Form of Joinder Agreement) respectively, in each case duly
executed by the Collateral Agent and each Grantor directly affected thereby.

Section 7.2 Notices
All notices, requests and demands to or upon the Collateral Agent or any Grantor
hereunder shall be effected in the manner povided for in Section 11 8 (Notices, Etc) of the

Credit Agreement, provided, however, that any such notice, request or demand to or upon any
Grantor shall be addressed to the Borrower’s notice address set forth 1n such Section 11 8
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Section 7.3 No Waiver by Course of Conduct; Cumulative Remedies

Nexither the Collateral Agent nor any other Secured Party shall by any act (except
by a wrntten mstrument pursuant to Section 7 1 (Amendments in Writing), delay, indulgence,
omussion or otherwise be deemed to have waived any nght or remedy hereunder or to have
acquiesced m any Default or Event of Default. No failure to exercise, nor any delay in
exercising, on the part of the Collateral Agent or any other Secured Party, any nght, power or
privilege hereunder shall operate as a waiver thereof. No single or partial exercise of any right,
power or privilege hereunder shall preclude any other or further exercise thereof or the exercise
of any other nght, power or privilege. A waiver by the Collateral Agent or any other Secured
Party of any nght or remedy hereunder on any one occasion shall not be construed as a bar to any
night or remedy that the Collateral Agent or such other Secured Party would otherwise have on
any future occasion. The nghts and remedies heremn provided are cumulative, may be exercised _
singly or concurrently and are not exclusive of any other rights or remedies provided by law.

-Section 7.4 Successors and Assigns

This Agreement shall be binding upon the successors and assigns of each Grantor
and shall 1nure to the tenefit of the Collateral Agent and each other Secured Party and their
successors and assigns, provided, however, that no Grantor may assign, transfer or delegate any
of its nghts or obligations under this Agreement without the prior wrtten consent of the
Collateral Agent

Section 7.5 Counterparts

This Agreement may be executed by one or more of the parties to this Agreement
on any number of separate counterparts (including by telecopy), each of which when so executed
shall be deemed to be an onginal and all of which taken together shall constitute one and the
same agreement Signature pages may be detached from multiple counterparts and attached to a
single counterpart so that all signature pages'are attached to the same document Dehvery of an
executed counterpart by telecopy shall be effective as delivery of a manually executed
counterpart

Section 7.6 Severability

Any provision of this Agreement that 1s prohibited or unenforceable m any
Junisdiction shall, as to such junisdiction, be neffective to the extent of such prohbition or
unenforceability without invahdating the remamning provisions hereof, and any such prohibition
or unenforceability in any junsdiction shall not invahidate or render unenforceable such provision
1n any other junsdiction.

Section 7.7 Section Headings
The Article and Section titles contained i this Agreement are, and shall be,

without substantive meaning or content of any kind whatsoever and are not part of the agreement
of the parties hereto
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Section 7.8 Entire Agreement

This Agreement together with the other Loan Documents represents the entire
agreement of the parties and supersedes all prior agreements and understandings relating to the
subject matter hereof.

Section 7.9 Governing Law

This Agreement and the nghts and obligations of the parties hereto shall be
governed by, and construed and interpreted in accordance with, the.law of the State of Delaware.

Section 7.10  Additional Grantors

If, pursuant to Section 7 11 (Additional Collateral and Guarantes) of the Credit
Agreement, the Borrower shall be required to cause any Subsidiary that s not a Grantor to
become a Grantor hereunder, such Subsidiary shall execute and deliver to the Collateral Agent a
Joinder Agreement substantially in the form of Annex 4 (Form of Joinder Agreement) and shall
thereafter for all purposes be a party hereto and have the same rights, benefits and obligations as a
Grantor party hereto on the Closing Date.

Section 7.11  Release of Collateral

() At the time provided in Sections 10.8(b)(1) and () (Concerming the
Collateral and the Collateral Documents) of the Gredit Agreement and to the extent required
under such provisions, Collateral shall be released from the Lien created hereby and this
Agreement and all obligations (other than those expressly stated to survive such termination) of
the Collateral Agent and each Grantor hereunder with respect to such Collateral shall terminate,
all without delivery of any instrument or performance of any act by any party, and all nghts to
such Collateral (if any) shall revert to the Grantors. At the request and sole expense of any
Grantor following any such termination, the Collateral Agent shall deliver to such Grantor any
such Collateral of such Grantor held by the Collateral Agent hereunder and execute and deliver to
such Grantor such documents as such Grantor shall reasonably request to evidence such
termunation.

(b) If the Collateral Agent shall be directed or permutted pursuant to
Section 10 8(b)(11) or (1) (Concerning the Collateral and the Collateral Documents) of the Credit
Agreement to release any Lien created hereby upon any Collateral (including any Collateral sold
or disposed of by any Grantor in a transaction permitted by the Credit Agreement), such
Collateral shall be released from the Lien created hereby to the extent provided under, and subject
to the terms and conditions set forth 1n, Section 10 8(b)(11) or (1) (Concerming the Collateral and
the Collateral Documents) of the Credit Agreement. In connection therewith, the Collateral
Agent, at the request and sole expense of the Borrower, shall execute and deliver to the Borrower
all releases or other documents, including, without limitation, UCC termunation statements,
reasonably necessary or desirable for the release of the Lien created hereby on such Collateral
At the request and sole expense of the Borrower, a Grantor shall be released from 1ts obligations
hereunder in the event that all the capital stock of such Grantor shall be so sold or disposed,
provided, however, that the Borrower shall ‘have delivered to the Collateral Agent, at least ten
Business Days prior to the date of the proposed release, a written request for release 1dentifying
the relevant Grantor and the terms of the sale or other disposition 1n reasonable detail, including
the price thereof and any expenses in connection therewith, together with a certification by the
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Borrower n form and substance satisfactory to the Collateral Agent stating that such transaction
1s in compliance with the Credit Agreement and the other Loan Documents

Section 7.12  Reinstatement

Each Grantor further agrees that, if any payment made by any Loan Party or
other Person and applied to the Obligations 1s at any time annulled, avoided, set aside, rescinded,
invalidated, declared to be fraudulent or preferential or otherwise required to be refunded or
repaid, or the proceeds of Collateral are required to be returned by any Secured Party to such
Loan Party, 1its estate, trustee, receiver or any other party, including any Grantor, under any
bankruptcy law, state or federal law, common law or equitable cause, then, to the extent of such
payment or repayment, any Lien or other Collateral securing such hability shall be and remain 1n
full force and effect, as fully as 1f such payment had never been made or, if prior thereto the Lien
granted hereby or other Collateral secunng such hability hereunder shall have been released or
termunated by virtue of such cancellation or surrender), such Lien or other Collateral shall be
remnstated 1n full force and effect, and such prior cancellation or surrender shall not dimimsh,
release, discharge, impair or otherwise affect any Lien or other Collateral secunng the obligations
of any Grantor 1n respect of the amount of such payment.

Section 7.13  Acknowledgement

The Parties hereto acknowledge and agree that this Agreement shall be subject to
the terms and provisions of the Intercreditor Agreement

[SIGNATUREPAGES FOLLOW]
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From:KNOLOGY EXECUTIVE

IN WITNESS WHEREQF, each of the undersigned has caused this Pledge and

706 645 0148 06/28/2005 14:47 #032 P.005/018

Security Agreement to be duly executed and delivered as of the date first above written.

KNOLOGY, INC.,

Y/,

Name: Robert K. Mills
Title: Chief Financial Officer

KNOLOGY QF KNOXVILLE, INC.
KNOLOGY OF NASHVILLE, INC.
KNOLOGY OF LOUISVILLE, INC.
KNOLOGY OF KENTUCKY, INC.
KNOLOGY BROADBAND, INC.
KNOLOGY NEW MEDIA, INC.,

KNOLOGY BROADBAND OF CALIFORNIA, INC.,

KNOLOGY BROADBAND OF FLORIDA, INC.
ITC GLOBE, INC.

KNOLOGY OF AUGUSTA, INC.,
KNOLOGY OF COLUMBUS, INC.
KNOLOGY OF MONTGOMERY, INC.
KNOLOGY OF FLORIDA, INC.
KNOLOGY OF SOUTH CAROLINA, INC,
KNOLOGY OF CHARLESTON, INC.
KNOLOGY OF HUNTSVILLE, INC.
KNOLOGY OF ALABAMA, INC.
VALLEY TELEPHONE CO, LLC,

as Gr m / \
By: { /Z’ ;
Name: Robert K. Mills
Title: Chief Financial Officer

[SIGNATURE PAGE TO !ST LIEN PLEDGE AND SECURITY AGREBMENT]



ACCEPTED AND AGREED
as of the date first above written:

CREDIT SUISSE,
CAYMAN ISLANDS BRANCH,
as Collateral Agent

By: !
Name: /' DAVID DODD
Title:  VICE PRESIDENT

o

" Name: “VANESSA Z0MEHZ
Title:  VIGE PRESIGEN

[SIGNATURE PAGE TO 1ST LIEN PLEDGE AND SECURITY AGREEMENT]




ANNEX 1
TO
PLEDGE AND SECURITY AGREEMENT

FORM OF DEPOSIT ACCOUNT CONTROL AGREEMENT

[Financial Institution]
[Address]

Ladies and Gentlemen

Reference 1s made to account no. | ] mamntained with you (the
“Bank) by [Knology, Inc., a Delaware corporation] (the “Company’”), [as borrower] [as
guarantor] into which funds are deposited from time to time (the “Account”) The Company has
entered 1nto (1) a Pledge and Security Agreement, dated as of June 29, 2005 (as the same may be
amended, restated, supplemented or otherwise modified from time to time, the “First Lien Pledge
and Security Agreement’), among the Company, certain of its subsidianes and/or affiliates party
thereto and Credit Swisse acting through one or more of 1ts branches (“CSFB”), as agent for the
Secured Parties referred to therein (in such capacity the ‘First Lien Collateral Agent’), and (u1) a
Pledge and Secunty Agreement, dated as of June 29, 2005 (as the same may be amended,
restated, supplemented or otherwise modified from time to time, the ‘Second Lien Pledge and
Security Agreement” and, together with the First Lien Pledge and Security Agreement, the
“Pledge and Security Agreements’), among the Company, certamn of its subsidianies and/or
affiliates party thereto and CSFB, as agent for the Secured Parties referred to therem (in such
capacity the “Second Lien Collateral Agent’).

Pursuant to the Pledge and Secunity Agreements and related documents, the
Company has granted to the First Lien Collateral Agent, for the benefit of the Secured Parties (as
defined n the First Lien Pledge and Secunty Agreement), and the Second Lien Collateral Agent,
for the benefit of the Secured Parties (as defined in the Second Lien Pledge and Secunty
Agreement), a secunity imnterest 1n certain property of the Company, including, among other
things, accounts, inventory, equipment, instruments, general intangibles and all proceeds thereof
(the “Collateral’). Payments with respect to the Collateral are or hereafter may be made to the
Account You, the Company and each Agent are entering 1nto this letter agreement to perfect the
secunty mterest of each Agent m the Account

The Company hereby transfers to the First Lien Collateral Agent (or, after you
have received a Notice of Termunation of First Lien Pledge and Security Agreement substantially
n the form of Exhibit B hereto (a ‘Notice of Ternunation of First Lien Pledge and Security
Agreement”) from the First Lien Collateral Agent, the Second Lien Collateral Agent), exclusive
control of the Account and all funds and other property on deposit theremn. By your execution of
this letter agreement, you (1) agree that you shall comply with instructions onginated by the First
Lien Collateral Agent (or, after you have received a Notice of Termnation of First Lien Pledge
and Security Agreement from the First Lien Collateral Agent, the Second Lien Collateral Agent)
directing disposition of the funds 1n the Account without further consent of the Company and
(1) acknowledge and agree that the First Lien Collateral Agent (or, after you havé received a
Notice of Termination of First Lien Pledge and Secunty Agreement from the First Lien Collateral
Agent, the Second Lien Collateral Agent) now has exclusive control of the Account, that all funds
and other property on deposit n the Account shall be transferred to the First Lien Collateral
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Agent (or, after you have received a Notice of Termination of First Lien Pledge and Secunty
Agreement from the First Lien Collateral Agent, the Second Lien Collateral Agent) as provided
herein, that the Account 1s being maintained by you for the benefit of each Agent and that all
amounts and other property therein are held by you as custodian for each Agent.

Except as provided n clause ) below, the Account shall not be subject to
deduction, set-off, banker’s lien, counterclaim, defense, recoupment or any other nght 1n favor of
any person or entity other than the First Lien Collateral Agent and the Second Lien Collateral
Agent. By your execution of this letter agreement you also acknowledge that, as of the date
hereof, you have received no notice of any other pledge or assignment of the Account and have
not executed any agreements with third parties covering the disposition of funds i the Account
You agree with each Agent as follows:

(a) Notwithstanding anything to the contrary or any other agreement relating
to the Account, the Account is and shall be maintained for the benefit of each Agent,
shall be entitled “CSFB—Knology, Inc Account’ (or, after you have received a Notice of
Termunation of First Lien Pledge and Secunity Agreement from the First Lien Collateral
Agent, such other title as the Second Lien Collateral Agent may from time to time
designate in wniting) and shall be subject to wnitten instructions only from an authonzed
officer of the First Lien Collateral Agent (or, after you have received a Notice of
Termnation of First Lien Pledge and Secunty Agreement from the First Lien Collateral
Agent, the Second Lien Collateral Agent).

(b) A post office box (the ‘Lockbox’) has been rented in the name of the

Company at the | ] post office and the address to be used for such Lockbox
1S

[Insert address]

Your authonized representatives shall have access to the Lockbox under the authority
given by the Company to the post office and shall make regular pick-ups from the
Lockbox timed to gain maximum benefit of early presentation and availability of funds.
You shall endorse process all checks received i the Lockbox and deposit such checks (to
the extent eligible) in the Account in accordance with the procedures set forth below.

)] You shall follow your usual operating procedures for the
handling of any [checks received from the Lockbox or other] remittance received
in the Account that contans restrictive endorsements, uregulanties (such as a
variance between the written and numencal amounts), undated or postdated
1tems, missing signatures, incorrect payees and the like

() You shall endorse and process all eligible checks and other
remittance tems not covered by clause (111) below and deposit such checks and
remittance items in the Account

() You shall mail all checks returned unpaid because of uncollected
or nsufficient funds under appropnate advice to the Company (with a copy of
the notification of retumn to each Agent) You may charge the Account for the
amounts of any returned check that has been previously credited to the Account.
To the extent msufficient funds remain 1n the Account to cover any such returned
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check, the Company shall indemmfy you for the uncollected amount of such
returned check upon your demand. [If the proceeds of any returned check have
been transferred to each Agent pursuant to the terms hereof and the Company has
not rermbursed you for such returned check, each Agent shall rermburse you for
the amount of such returned check; provided, however, that no such
rembursement shall be required unless and until you have delivered a copy of
such returned check to each Agent together with evidence that the proceeds of
such check were so forwarded to each Agent.

() You shall mamntain a record of all checks and other remuttance items
received 1n the Account and, mn addition to providing the Company with photostatic
copies thereof, vouchers, enclosures and the like of such checks and remittance items on
a daily basis, furnish to each Agent a monthly statement of the Account to the address set
forth on the signature page hereto, or such other. address as such Agent may from time to
time designate m writing. Prior to the delivery to you of a wntten notice from the First
Lien Collateral Agent in the form of Extubit A hereto (a ‘Blockage Notice™), you are
authonzed to transfer to the Company, in same day funds, on’each business day, the
entire balance m the Account to the following account:

ABA Number:
[name and address of Company’s bank]

Account Name-

Concentration Account
Account Number:
Reference
Attn:

or to such other account as the Company may from time to time designate 1n wniting

(d) From and after the delivery to you of a wntten notice from the First Lien
Collateral Agent 1n the form of Exhubit A hereto (a “Blockage Notice”), you shall transfer
(by wire transfer or other method of transfer mutually acceptable to you and the First
Lien Collateral Agent) to the First Lien Collateral Agent, in same day funds, on each
business day, the entire balance 1n the Account to the following account:

ABA Number
Credit Suisse

Account Name:

Concentration Account
Account Number
Reference
Attn

or to such other account as the First Lien Collateral Agent may from time to time
designate 1n writing (the “First Lien Collateral Agent Concentration Account”).
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(e) From and after the delivery to you of a Notice of Termination of First
Lien Pledge and Secunty Agreement by the First Lien Collateral Agent and a Blockage
Notice by the Second Lien Collateral Agent, if requested by the Second Lien Collateral
Agent, you shall transfer (by wire transfer or other method of transfer mutually
acceptable to you and the Second Lien Collateral Agent) to the Second Lien Collateral
Agent, 1n same day funds, on each business day, the entire balance 1n the Account to such
account as the Second Lien Collateral Agent may from time to time designate in writing,

® All customary service charges and fees with respect to the Account shall
be debited to the Account. In the event insufficient funds remain 1n the Account to cover
such customary service charges and fees, the Company shall pay and indemmify you for
the amounts of such customary service charges and fees.

(2 You shall furnish to each Agent a monthly statement of the Account, to

the address for such Agent set forth on the signature page hereto, or such other address as
such Agent may from time to time designate in writing

This letter agreement shall be binding upon and shall mure to the benefit of you,
the Company, the First Lien Collateral Agent, the Secured Parties referred to in the First Lien
Pledge and Security Agreement, the Second Lien Collateral Agent, the Secured Parties referred to
n the Second Lien Pledge and Security Agreement and the respective successors, transferees and
assigns of any of the foregomg. You may termunate the letter agreement only upon 30 days’ prior
written notice to the Company, the First Lien Collateral Agent and the Second Lien Collateral
Agent. Upon such termunation you shall close the Account and transfer all funds 1n the Account
to the First Lien Collateral Agent Concentration Account or as otherwise directed by the First
Lien Collateral Agent (or, after you have recerved a Notice of Termination of First Lien Pledge
and Secunty Agreement from the First Lien Collateral Agent, as directed by the Second Lien
Collateral Agent). After such termination, you shall nonetheless reman obligated promptly to
transfer to the First Lien Collateral Agent Concentration Account or as the First Lien Collateral
Agent may otherwise direct (or, after you have recerved a Notice of Termination of First Lien
Pledge and Security Agreement from the First Lien Collateral Agent, as the Second Lien
Collateral Agent may direct) all funds and other property recerved n respect of the Account
Each Agent may termunate this letter agreement with respect to such Agent upon 10 days’ prior
written notice to you and the Company

This letter agreement may be executed in any number of counterparts and by
different parties hereto 1n separate counterparts, each of which when so executed shall be deemed
to be an ongmal and all of which when taken together shall constitute one and the same
agreement Delivery of an executed counterpart of a signature page to this letter agreement by
telecopier shall be effective as dehivery of a manually executed counterpart of this letter
agreement.

This letter agreement supersedes all prior agreements, oral or written, with
respect to the subject matter hereof and may not be amended, modified or supplemented except
by a writing signed by each Agent, the Company and you You have not, and, without the prior
consent of each Agent and the Company, you shall not, agree with any third part to comply with
structions or other directions concerning the Account or the disposition of funds n the Account
ongnated by such third party
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The Company hereby agrees to ndemmfy and hold you, your directors, officers,
agents and employees harmless against all claims, causes of action, liabilities, lawsuits, demands
and damages, including, without hmutation, all court costs and reasonable attorney fees, 1n each
case 1n any way related to or ansing out of or in connection with this letter agreement or any
action taken or not taken pursuant hereto, except to the extent caused by your gross neghgence or
willful misconduct.

Notwithstanding anything herein to the contrary, as between the First Lien
Collateral Agent and the Second Lien Collateral Agent, the lien and secunity interest granted to
the Second Lien Collateral Agent 1in the Collateral and the exercise of any nght or remedy by the
Second Lien Collateral Agent hereunder shall be subject to the Intercreditor Agreement (as
defined m the Pledge and Secunty Agreements). In the event of any conflict between the terms
of the Intercreditor Agreement and this letter agreement with respect to the Collateral, the terms
of the Intercreditor Agreement shall govern and control.

Thus letter agreement shall be governed by, and construed 1n accordance with, the
law of the State of Delaware.

[SIGNATURE PAGE FOLLOWS]
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Upon acceptance of this letter agreement 1t shall be the valid and binding
obligation of the Company, the Collateral Agent, and you, i accordance with 1ts terms.

ACKNOWLEDGED AND AGREED
as of the date first above written

[FINANCIAL INSTITUTION]

By

Name:
Thtle.

Very truly yours,

KNOLOGY, INC

By.

Name.
Title:

CREDIT SUISSE,
acting through one or more of its branches,
as First Lien Collateral Agent

By.

Name-
Title

Address.

CREDIT SUISSE,
acting through one or more of its branches,
as Second Lien Collateral Agent

By

Name.
Title

Address

{SIGNATURE P AGE TO DEPOSIT ACCOUNT CONTROL ACCOUNT AGREEMENT]
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EXHIBIT A
TO
DEPOSIT ACCOUNT CONTROL AGREEMENT

Form of Collateral Agent Blockage Notice

[Financial Institution]
[Address]

Re. Account No. (the “Account”)

Ladies and Gentlemen:

Reference 1s made to the Account and that certain Deposit Account Control
Agreement dated __,20__ among you, Credit Smsse acting through one or more of
1ts branches (“CSFB”), as First Lien Collateral Agent and Second Lien Collateral Agent (as such
terms are defined i the Deposit Account Control Agreement), and Knology, Inc. (the “Deposit
Account Control Agreemeni’) Capitalized terms used herein shall have the meanings given to
them m the Deposit Account Control Agreement

The [First Lien Collateral Agent][Second Lien Collateral Agent] hereby notifies
you that, from and after the date of this notice, you are hereby directed to transfer (by wire
transfer or other method of transfer mutually acceptable to you and the [First Lien Collateral
Agent][Second Lien Collateral Agent]) to the [First Lien Collateral Agent][Second Lien
Collateral Agent], in same day funds, on each business day, the entire balance m the Account to
[the Furst Lien Collateral Agent Concentration Account specified 1n clause (d) of the Deposit
Account Control Agreement or to such other account as the First Lien Collateral Agent may from
time to time designate in wniting] [such other account as the Second Lien Collateral Agent may
from time to time designate 1n writing]

Very truly yours,
CREDIT SUISSE, CAYMAN ISLANDS BRANCH,
acting through one or more of its branches,

[as First Lien Collateral Agent]
[as Second Lien Collateral Agent]

By

Name.
Title:
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ExuBIT B
TO
DEPOSIT ACCOUNT CONTROL AGREEMENT

Form of Notice of Termination of First Lien Pledge and Security Agreement

[Name of Financial Institution]
[Address]

Re:  Account No - (the “Account”)

Ladies and Gentlemen.

Reference 1s made to the Account and that certain Deposit Account Control
Agreement dated __,20__among you, Credit Swisse acting through one or more of
its branches (“CSFB”), as First Lien Collateral Agent and Second Lien Collateral Agent (as such
terms are defined 1n the Deposit Account Control Agreement), and Knology, Inc. (the ‘Deposit
Account Control Agreemeni’). Capitalized terms used herein shall have the meanings given to
them 1n the Deposit Account Control Agreement.

The Furst Lien Collateral Agent hereby notifies you that the First Lien Pledge and
Securnity Agreement has been terminated.

Very truly yours,

CREDIT SUISSE,
acting through one or more of its branches,
as Furst Lien Collateral Agent

By:

Name
Title:
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ANNEX 2
TO
PLEDGE AND SECURITY AGREEMENT

FORM OF SECURITIES ACCOUNT CONTROL AGREEMENT

[Name and Address
of Approved Secunties
Intermediary]|
20
Ladies and Gentlemen
The undersigned (the “Pledgor”) together with certain of

its affihates are party to (1) a Pledge and Secunty Agreement, dated as of June __, 2005 (as the
same may be amended, restated, supplemented or otherwise modified from time to time, the
“First Lien Pledge and Security Agreement’), among the Company, certain of 1ts subsidiaries
and/or affiliates party thereto and Credit Suisse acting through one or more of its branches
(“CSFB™), as agent for the Secured Parties referred to therein (in such capacity the “First Lien
Collateral Agenr”), and (1) a Pledge and Secunity Agreement, dated as of June __, 2005 (as the
same may be amended, restated, supplemented or otherwise modified from time to time, the
“Second Lien Hedge and Security Agreement’ and, bgether with the First Lien Pledge and
Secunty Agreement, the “Pledge and Security Agreements”’), among the Company, certain of its
subsidianes and/or affiliates party thereto and CSFB, as agent for the Secured Parties referred to
therein (in such capacity the ‘Second Lien Collateral Agent’) pursuant to which a security
interest 1s granted by the Pledgor 1n all present and future Assets (heremafter defined) in Account
No of the Pledgor (the “Pledge”).

In connection therewith, the Pledgor hereby mstructs you (the “Approved
Securities Intermediary™) to do all of the following:

1 maintain the Account, as “Knology, Inc.—CSFB, Control Account” (or, after the
Approved Securities Intermediary has recerved a Notice of Termunation of First
Lien Pledge and Secunty Agreement substantially 1n the form of Exhibit B hereto
(a “Notice of Termination of First Lien Pledge and Security Agreement’) from
the First Lien Collateral Agent, such other title as the Second Lien Collateral
Agent may from time to time designate m wrnting),

2 hold 1n the Account the assets, including, without lirmitation, all financial assets,
securities, security entitlements and all other property and nights now or hereafter
recetved 1n such Account (collectively the “Assets”), including, without
limitation, those assets histed on Schedule A (List of Assets) attached hereto and
made a part hereof,

3 provide to each Agent, with a duplicate copy to the Pledgor, a monthly statement

of Assets and a confirmation statement of each transaction effected in the
Account after such transaction 1s effected, and
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4. honor only the mstructions or entittement orders (within the meamng of
Section 8-102 of the UCC (as defined below) (the ‘Entitlement Orders”) m
regard to or mn connection with the Account given by the First Lien Collateral
Agent (or, after the Approved Secunties Intermediary has received a Notice of
Termination of First Lien Pledge and Security Agreement from the First Lien
Collateral Agent, the Second Lien Collateral Agent), except as provided n the
following sentence. Until such time as the First Lien Collateral Agent (or, after
the Approved Securities Intermediary has received a Notice of Termunation of
First Lien Pledge and Secunity Agreement from the First Lien Collateral Agent,
the Second Lien Collateral Agent) gives a wntten notice mn the form of Exhubit A
hereto (a ‘Notice of Control’) to the Approved Securities Intermediary that the
Pledgor’s rights under this sentence have been terminated (on which notice the
Approved Secunities Intermediary may rely exclusively), the Pledgor may
(a) exercise any voting right that 1t may have with respect to any Asset, (b) give
Entitlement Orders and otherwise give mstructions to enter into purchase or sale
transactions 1n the Account and (c) withdraw ad recerve for 1its own use all
regularly scheduled interest and dividends paid with respect to the Assets and all
cash proceeds of any sale of Assets (‘“Permitted Withdrawals™); provided,
however, that, unless the First Lien Collateral Agent (or, afier the Approved
Secunties Intermediary has received a Notice of Termunation of First Lien Pledge
and Security Agreement from the First Lien Collateral Agent, the Second Lien
Collateral Agent) has consented to the specific transaction, the Pledgor shall not
struct the Approved Secunties Intermediary to deliver and, except as may be
required by law or by court order, the Approved Secunties Intermediary shall not
delver, cash, secunties, or proceeds from the sale of, or distributions on, such

securities out of the Account to the Pledgor or to any other person or entity other
than Permitted Withdrawals.

By 1ts signature below, the Approved Securities Intermediary agrees to comply
with the Entitlement Orders and instructions of the First Lien Collateral Agent (or, after the
Approved Secunties Intermediary has recerved a Notice of Termmation of First Lien Pledge and
Secunty Agreement from the First Lien Collateral Agent, the Second Lien Collateral Agent)
(including, without limtation, any instruction with respect to sales, trades, transfers and
withdrawals of cash or other of the Assets) without the further consent of the Pledgor or any other
person (it being understood and agreed by the Pledgor that the Approved Securities Intermediary
shall have no duty or dhgation whatsoever to have knowledge of the terms of either Secunty
Agreement or to determine whether or not an event of default exists thereunder). The Pledgor
hereby agrees to indemnify and hold harmless the Approved Securties Intermediary, 1its affiliates,
officers and employees from and agamnst all claims, causes of action, liabilities, lawsuits,
demands and damages, including, without limitation, all court costs and reasonable attorney’s
fees, that may result by reason of the Approved Securities Intermediary complying with such
mstructions of any Agent

The First Lien Collateral Agent (or, after the Approved Secunities Intermediary
has recerved a Notice of Termimation of First Lien Pledge and Secunty Agreement from the First
Lien Collateral Agent, the Second Lien Collateral Agent) shall confirm oral nstructions
hereunder 1n writing to the Approved Secunties Intermediary withm five days after such oral
mstructions are given
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Except with respect to the obligations and duties as set forth herein, this letter
agreement shall not 1mpose or create any obligation or duty upon the Approved Secunties
Intermediary greater than or in addition to the customary and usual obligations and duties of the
Approved Securities Intermediary to the Pledgor

As long as the Assets are pledged to each Agent, (1) the Approved Securities
Intermediary shall not mnvade the Assets to cover margin debits or calls m any other account of
the Pledgor and (u) the Approved Securities Intermediary agrees that, except for liens resulting
from customary commussions, fees, or charges based upon transactions n the Account, 1t
subordinates in favor of each Agent any secunty interest, lien or nght of setoff the Approved
Secunties Intermediary may have The Approved Secunties Intermediary acknowledges that 1t
has not recerved notice of any other security interest in the Account or the Assets. In the event
any such notice 1s received, the Approved Securities Intermediary shall promptly notify each
Agent. The Pledgor represents that the Assets are free and clear of any lien or encumbrance other
than the liens created pursuant to each Secunty Agreement and agrees that no other lien or
encumbrance shall be placed by 1t on the Assets without the express written consent of each
Agent and the Approved Secunities Intermediary.

This Agreement shall be binding upon and 1nure to the benefit of the parties
hereto and their respective successors and assigns and 1t and the nights and obligations of the
parties hereto shall be governed by, and construed and interpreted 1n accordance with, and the law
of the Approved Securities Intermediary’s junisdiction for the purposes of Section 8-110 of the
Umform Commercial Code 1n effect 1n the State of Delaware (the “UCC™) shall be, the law of the
State of Delaware.

The Approved Securities Intermediary shall treat all property at any time held by
the Approved Secunities Intermediary 1n the Account as Fmancial Assets within the meaning of
the UCC. The Approved Secunties Intermediary acknowledges that ths letter agreement
constitutes written notification to the Approved Securities Intermediary, pursuant to the UCC and
any applicable federal regulations for the Federal Reserve Book Entry System, of each Agent’s
security nterest in the Assets The Pledgor, each Agent and the Approved Securties
Intermediary are entering into this letter agreement to provide for the First Lien Collateral
Agent’s and the Second Lien Collateral Agent’s control of the Assets and to confirm the prionty
of each Agent’s secunty interest in the Assets.

If any term or provision of this letter agreement 1s determuned to be invalid or
unenforceable, the remainder of this letter agreement shall be construed 1n all respects as 1f the
invalid or unenforceable term or provision were omitted This Agreement may not be altered or
amended 1n any manner without the express wntten consent of the Pledgor, each Agent and the
Approved Securities Intermediary. This Agreement may be executed any number of
counterparts, all of which shall constitute one original agreement

The Pledgor hereby agrees to indemnify and hold you, your directors, officers,
agents and employees harmless against all claims, causes of action, habilities, lawsuits, demands
and damages, including, without hmitation, all court costs and reasonable attorney fees, in each
case n any way related to or arsing out of or in connection with this letter agreement or any
action taken or not taken pursuant hereto, except to the extent caused by your gross negligence or
willful misconduct
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This Agreement may be terminated by the Approved Secunties Intermediary
upon 30 day’s prnior wnitten notice to the Pledgor and each Agent.  Upon such termmation, the
Approved Securities Intermediary shall be under no further obligation except to hold the Assets in
accordance with the terms of this letter agreement, pending receipt of written mstructions from
the First Lien Collateral Agent (or, after the Approved Securities Intermediary has received a
Notice of Termunation of First Lien Pledge and Secunty Agreement from the First Lien Collateral
Agent, the Second Lien Collateral Agent) regarding the further disposition of the Assets. Each
Agent may terminate this letter agreement with respect to such Agent upon 10 days’ prior written
notice to you and the Pledgor

The Pledgor acknowledges that this letter agreement supplements any existing
agreement of the Pledgor with the Approved Securities Intermediary and, except as expressly

provided heremn, 1s in no way intended to abndge any nght that the Approved Secunties
Intermediary mught otherwise have.

Notwithstanding anything herein to the contrary, as between the First Lien
Collateral Agent and the Second Lien Collateral Agent, the lien and secunty nterest granted to
the Second Lien Collateral Agent 1n the Assets and the exercise of any nght or remedy by the
Second Lien Collateral Agent hereunder shall be subject to the Intercreditor Agreement (as
defined 1n the Second Lien Pledge and Securnity Agreement) In the event of any conflict between
the terms of the Intercreditor Agreement and this letter agreement with respect to the Assets, the
terms of the Intercreditor Agreement shall govern and control

[SIGNATUREPAGE FOLLOWS)
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IN WITNESS WHEREOF, the Pledgor and each Agent have caused this Agreement
to be executed by their duly authorized officers all as of the date first above wntten

2

[NAME OF PLEDGOR]

By:

Name.
Title

CREDIT SUISSE, -
acting through one or more of us branches,
as First Lien Collateral Agent

By.

Name.
Title:
Address

- CREDIT SUISSE,
acting through one or more of us branches,
as Second Lien Collateral Agent

By

Name
Title:
Address:

ACCEPTED AND AGREED
as of the date first above wrntten

[APPROVED FINANCIAL INTERMEDIARY]

By

Name .
Title:

[SIGNATURE P AGE TO SECURITIES ACCOUNT CONTROL AGREEMENT]
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SCHEDULE A
TO
SECURITIES ACCOUNT CONTROL AGREEMENT

PLEDGED COLLATERAL ACCOUNT NUMBER:
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_ EXHIBIT A
TO
SECURITIES ACCOUNT CONTROL AGREEMENT

Form of Collateral Agent Notice of Control

[Secunties Intermediary)
[Address]

Re: Account No (the “Account™)

Ladies and Gentlemen

Reference 1s made to the Account and that certain Securities Account Control
Agreement dated __»20__ among you, Credit Suisse (“CSFB”), acting through one
or more of its branches, as Collateral Agent (the ‘First Lien llateral Agent’), CSFB, acting
through one or more of 1ts branches, as Collateral Agent (the ‘Second Lien Collateral Agent”),
and [ (the “Pledgor’)] (such agreement, the “Securities Account Control
Agreement”) Capitalized terms used heremn shall have the meanings given to them i the
Securities Account Control Agreement

The [First Lien Collateral Agent][Second Lien Collateral Agent] hereby notifies
you that, from and after the date of this notice, the Pledgor’s nghts to give Entitlement Orders
with respect to the Account and the other rnights afforded to the Pledgor under paragraph 4 of the
Securities Account Control Agreement are termmated From and after the delivery of this notice
to you, you shall honor only the Entitlement Orders in regard to or in connection with the
Account and/or the financial assets contained therein gwven by the [First Lien Collateral
Agentj[Second Lien Collateral Agent]

Very truly yours,
CREDIT SUISSE,
acting through one or more of its branches,

[as First Lien Collateral Ageny
[as Second Lien Collateral Agent]

By

Name
Title
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ExHIBIT B
TO
SECURITIES ACCOUNT CONTROL AGREEMENT

Form of Notice of Termination of First Lien Pledge and Security Agreement

[Name of Approved Securities Intermediary]
[Address] '

Re Account No (the “Account™)

Ladies and Gentlemen-

Reference 1s made to the Account and that certamn Securities Account Control
Agreement dated _ 5, 20__ (the ‘Securities Account Control Agreemeni’) among
you, Credit Suisse acting through one or more of its branches (“CSFB”), as First Lien Collateral
Agent and Second Lien Collateral Agent (as such terms are defined in the Deposit Account
Control Agreement), and Knology, Inc (the “Securities Account Control Agreement).
Capitalized terms used heremn shall have the meanings given to them in the Securities Account
Control Agreement

The First Lien Collateral Agent hereby notifies you that the First Lien Security
Agreement has been terminated

Very truly yours,

CREDIT SUISSE,
acting through one or more of its branches,
as First Lien Collateral Agent

By:
Name
Title.
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ANNEX 3
TO
PLEDGE AND SECURITY AGREEMENT

FORM OF PLEDGE AMENDMENT

This PLEDGE AMENDMENT, dated as of __,20__, 1s delivered
pursuant to Section 4 4(a) (Pledged Collateral) of the Pledge and Secunty Agreement, dated as of
June _, 2005, by Knology, Inc. (the ‘Borrower”), the [undersigned Grantor and the other]
Subsidiaries of the Borrower from time to time party thereto as Grantors in favor of Credit Sutsse
(*CSFB”), acting through one or more of its branches, as agent for the Secured Parties referred to
theremn (the “Pledge and Security Agreement’) and the undersigned hereby agrees that this Pledge
Amendment may be attached to the Pledge and Secunty Agreement and that the Pledged
Collateral listed on this Pledge Amendment shall be and become part of the Collateral referred to
in the Pledge and Security Agreement and shall secure all Secured Obligations of the
undersigned Capitalized terms used heremn but not defined herein are used heremn with the
meaning given them i the Pledge and Secunty Agreement

[GRANTOR]
By:
Name
Title
Pledged Stock
NUMBER OF
SHARES,
UNITS OR
ISSUER CLASS CERTIFICATE NO(S) PAR VALUE INTERESTS
Pledged Debt Instruments
PRINCIPAL
ISSUER DESCRIPTION OF DEBT CERTIFICATE NO(S) FINAL MATURITY AMOUNT

NY2 \1534936\09\WWD409' DOCW2165 0125 A3-1



ACKNOWLEDGED AND AGREED
as of the date first above written.

CREDIT SUISSE,

acting through one or more of its branches,
as Collateral Agent

By.

Name-
Title:
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ANNEX 4
TO
PLEDGE AND SECURITY AGREEMENT

FORM OF JOINDER AGREEMENT

This JOINDER AGREEMENT, dated as of __, 20 _, 1s dehvered
pursuant to Section 7 10 (Additional Grantors) of the Pledge and Security Agreement, dated as of
June __, 2005, by Knology, Inc. (the “Borrower”) and the Subsidiaries of the Borrower listed on
the signature pages thereof in favor of the Credit Swisse (“CSFB”), acting through one or more of
its branches, as agent for the Secured Parties referred to theremn (the ‘Pledge and Security
Agreement”) Capitalized terms used herem but not defined herein are used with the meanings
given them n the Pledge and Secunity Agreement

By executing and delivenng this Joinder Agreement, the undersigned, as
provided i Section 7 10 (Addinonal Grantors) of the Pledge and Secunty Agreement, hereby
becomes a party to the Pledge and Secunty Agreement as a Grantor thereunder with the same
force and effect as 1f originally named as a Grantor therein and, without limiting the generality of
the foregoing, hereby grants to the Collateral Agent, as collateral security for the full, prompt and
complete payment and performance when due (whether at stated matunty, by acceleration or
otherwise) of the Secured Obligations of the undersigned, hereby collaterally assigns, mortgages,
pledges and hypothecates to the Collateral Agent and grants to the Collateral Agent a Lien on and
security mterest 1n, all of 1ts night, title and interest 1n, to and under the Collateral of the
undersigned and expressly assumes all obhigations and hiabilities of a Grantor thereunder.

The information set forth in Annex I-A 1s hereby added to the information set
forth in Schedules 1 through 6 to the Pledge and Security Agreement [By acknowledging and
agreemng to this Joinder Agreement, the undersigned hereby agree that this Jonder Agreement
may be attached to the Pledge and Secunty Agreement and that the Pledged Collateral listed on
Annex -4 to this Pledge Amendment shall be and become part of the Collateral referred to 1n the
Pledge and Secunity Agreement and shall secure all Secured Obligations of the undersigned.]'

The undersigned hereby represents and warrants that each of the representations
and warranties contained in Article Il (Representations and Warranties) of the Pledge and
Secunty Agreement applicable to 1t 1s true and correct on and as the date hereof as 1f made on and
as of such date.

IN WITNESS WHEREOF, the undersigned has caused this Joinder Agreement to be
duly executed and delivered as of the date first above wntten. .

[ADDITIONAL GRANTOR]

By.

Name
Title:

"Insert to pledge Stock of the new Subsidiary without doing a Pledge Amendment
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ACKNOWLEDGED AND AGREED
as of the date first above wnitten

[EACH GRANTOR PLEDGING
ADDITIONAL COLLATERAL]

By.

Name:
Tutle:

CREDIT SUISSE,

acting through one or more of its branches,
as Collateral Agent

By:

Name
Tatle:
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ANNEX 5
TO
PLEDGE AND SECURITY AGREEMENT

FORM OF SHORT FORM INTELLECTUAL PROPERTY SECURITY AGREEMENT

TRADEMARK SECURITY AGREEMENT, dated as of _ ,20__,byeach
of the entities listed on the signature pages hereof [or that becomes a party hereto pursuant to
Section 71 (Additional Grantors) of the Secunty Agreement referred to below] (each a
“Grantor” and, collectively, the “Grantors™), n favor of Credit Suisse (“CSFB”), acting through
one or more of 1ts branches, as agent for the Secured Parties (as defined 1n the Credit Agreement
referred to below) (in such capacity, the “Collateral Agen?).

WITNESSETH:

WHEREAS, pursuant to the First Lien Credit Agreement, dated as of June
20__ (as the same may be amended, restated, supplemented or otherwise modified from time to
time, the “Credit Agreement’), among Knology, Inc (the ‘“Borrower”), the Lenders and Issuers
party thereto and CSFB, acting through one or more of 1ts branches, as Administrative Agent and
Collateral Agent for the Lenders and Issuers, the Lenders and the Issuers have severally agreed to
make extensions of credit to the Borrower upon the terms and subject to the conditions set forth
therein;

WHEREAS, the Grantors other than the Borrower are party to the Guaranty
pursuant to which they have guaranteed the Obligations, and

WHEREAS, all the Grantors are party to a Pledge and Security Agreement of even
date herewith n favor of the Collateral Agent (the “Security Agreement’) pursuant to which the
Grantors are required to execute and deliver this Trademark Security Agreement;

Now, THEREFORE, 1n consideration of the premses and to mnduce the Lenders,
the Issuers and the Collateral Agent to enter 1nto the Credit Agreement and to induce the Lenders
and the Issuers to make their respective extensions of credit to the Borrower thereunder, each
Grantor hereby agrees with the Collateral Agent as follows:

Section 1. Defined Terms

Unless otherwise defined herein, terms defined m the Credit Agreement or 1n the
Security Agreement and used herein have the meaning given to them 1n the Credit Agreement or
the Securnity Agreement.

Section 2. Grant of Security Interest in Trademark Collateral

« Each Grantor, as collateral secunty for the full, prompt and complete payment
and performance when due (whether at stated maturity, by acceleration or otherwise) of the
Secured Obligations of such Grantor, hereby mortgages, pledges and hypothecates to the
Collateral Agent for the benefit of the Secured Parties, and grants to the Collateral Agent for the
benefit of the Secured Parties a lien on and secunty interest n, all of 1ts nght, title and interest 1n,
to and under thel following Collateral of such Grantor (the “Trademark Collateral’).

(a) all of its Trademarks and Trademark Licenses to which 1t 1s a party,
including, without limitation, those referred to on Schedule I hereto;
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’ (b) all goodwill of the busmness connected with the use of, and symbolized
by, each Trademark, and '

© all Proceeds of the foregoing, including, without lirtation, any claim by
‘Grantor agamst third parties for past, present, future (1) infringement or dilution of any Trademark
or Trademark hicensed under any Trademark License or (1) myury to the goodwill associated with
any Trademark or any Trademark licensed under any Trademark License

Section 3. Security Agreement

The security interest granted pursuant to this Trademark Secunity Agreement is
granted 1n conjunction with the secunty interest granted to the Collateral Agent pursuant to the

Secunity Agreement and each Grantor hereby acknowledges and affirms that the nghts and
remedies of the Collateral Agent with respect to the security mnterest 1n the Trademark Collateral
made and granted hereby are more fully set forth 1n the Security Agreement, the terms and
provisions of which are incorporated by reference herein as 1f fully set forth herein.

[SIGNATUREPAGES FOLLOW}
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IN WITNESS WHEREOF, each Grantor has caused this Trademark Secunty
Agreement to be executed and delivered by its duly authonzed offer as of the date first set forth
above

Very truly yours,

[ 1,

as Grantor

By

Name:
Title

ACCEPTED AND AGREED
as of the date first above wnitten:
CREDIT SUISSE,

acting through one or more of its branches,
as Collateral Agent

By:

Name-
Tatle:

[SIGNATURE P AGE TO [COPYRIGHT] [P ATENT] [ TRADEMARK) SECURITY AGREEMENT]
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SCHEDULE I
TO
TRADEMARK SECURITY AGREEMENT

Trademark Registrations

INCLUDE ONLY U.S. REGISTERED INTELLECTUAL PROPERTY

A REGISTERED TRADEMARKS
B. TRADEMARK APPLICATIONS

C. TRADEMARK LICENSES

[Include complete legal description of agreement (name of agreement, parties and date))
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EXHIBIT “B”
FINANCIAL STATEMENTS OF PARENT
The audited consolidated balance sheet of Parent and subsidiaries as of December 31,
2004 and 2003 and the related consolidated statements of operations, stockholders’ equity

and comprehensive loss, and cash flows for each of the three years in the period ended
December 31, 2004, are attached hereto.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10—-K

@ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2004

COMMISSION FILE NUMBER 000-32647

KNOLOGY, INC.

(Exact name of registrant as spectfied in its charter)

DELAWARE 58-2424258
(State or other jurisdiction of (IR'S Employer
incorporation or organization) Identification No )
KNOLOGY, INC
1241 O G SKINNER DRIVE
WEST POINT, GEORGIA 31833
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code (706) 645-8553

Securities registered pursuant to Section 12(b) of the Act:
None

Securities registered pursuant to Section 12(g) of the Act:
Common Stock
Options to Purchase Shares of Common Stock

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter pertod that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days Yes ™ No

Indicate by check mark 1f disclosure of delinquent filers pursuant to Item 405 of Regulation S—K 1s not contained herein, and will
not be contained, to the best of registrant’s knowledge, 1n definitive proxy or information statements incorporated by reference in
Part I1I of this Form 10—~K or any amendment to this Form 10-K

Indicate by check mark whether the registrant 1s an accelerated filer (as defined in Exchange Act Rule 12b-2) Yes U No

The aggregate market value of the outstanding common equity held by non—affiliates of the registrant at June 30, 2004, was
approximately $66 2 mullion, computed based on the closing sale price as quoted on the Nasdaq National Market on that date

As of January 31, 2005, we had 23,697,787 shares of common stock outstanding
DOCUMENTS INCORPORATED BY REFERENCE:

Parts of the registrant’s proxy statement on Schedule 14A for its 2005 Annual Meeting of Stockholders are incorporated by
reference nto Part I11 of this Form 10-K
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THIS ANNUAL REPORT ON FORM 10-K INCLUDES FORWARD-LOOKING STATEMENTS WITHIN THE MEANING OF
THE FEDERAL SECURITIES LAWS, INCLUDING THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995, THAT
INVOLVE RISKS AND UNCERTAINTIES IN ADDITION, MEMBERS OF OUR SENIOR MANAGEMENT MAY, FROM TIME
TO TIME, MAKE CERTAIN FORWARD-LOOKING STATEMENTS CONCERNING OUR OPERATIONS, PERFORMANCE
AND OTHER DEVELOPMENTS OUR ACTUAL RESULTS COULD DIFFER MATERIALLY FROM THOSE ANTICIPATED
IN SUCH FORWARD-LOOKING STATEMENTS AS A RESULT OF VARIOUS FACTORS, INCLUDING THOSE SET FORTH
IN ITEM I OF PART I UNDER THE CAPTION “BUSINESS—RISK FACTORS” AND ELSEWHERE IN THIS ANNUAL
REPORT ON FORM 10-K, AS WELL AS FACTORS WHICH MAY BE IDENTIFIED FROM TIME TO TIME IN OUR OTHER
FILINGS WITH THE SECURITIES AND EXCHANGE COMMISSION OR IN THE DOCUMENTS WHERE SUCH
FORWARD-LOOKING STATEMENTS APPEAR

PART1

For convenience in this annual report, “Knology,” “we,” “us,” and “the Company " refer to Knology, Inc and our consolidated
subsidiaries, taken as a whole

ITEM 1. BUSINESS

We are a fully integrated provider of video, voice, data and advanced communications services to restdential and business
customers 1n nine markets in the southeastern United States As of and for the year ended December 31, 2004, we had approximately
398,000 total connections, our revenues were $211 5 million and we had a net loss of $75 6 milhon Video, vorce and data revenues
accounted for approximately 46%, 34% and 20%, respectively, of our consohdated revenues for the year ended December 31, 2004

We provide our services over our wholly owned, fully upgraded 750 MHz interactive broadband network As of December 3 I,
2004, our network passed approximately 756,000 marketable homes Our network 1s designed with sufficient capacity to meet the
growing demand for high—speed and high—bandwidth video, voice and data services, as well as the introduction of new
communications services

We have operating experience i marketing, selling, provisioning, servicing and operating video, voice and data systems and
services We have delivered a bundled service offering for seven years, and we are supported by a management team with decades of
experience operating video, voice and data networks We provide a full suite of video, voice and data services in Huntsville and
Montgomery, Alabama, Panama City and portions of Pinellas County, Florida, Augusta, Columbus and West Point, Georgia,
Charleston, South Carolina, and Knoxville, Tennessee We began offering our bundled service package in Pinellas County, Florida
during 2004 on a limited basis We plan to complete the enhancement of our network assets in Pinellas County making the bundle
offering available to all of our marketable passings

We also provide video services in Cerritos, California, but do not currently mtend to upgrade or enhance this network to provide
additional services We have previously announced our intention to sell our Cerritos, California operations, which we acquired as part
of the Verizon Media acquisition described below, but there can be no assurance that we will be able to do so on terms that are
attractive to us

We have butlt our company through
* acquisitions of other cable companies, networks and franchises,
* upgrades of acquired networks to introduce expanded broadband services, including bundled voice and data services;
* construction and expansion of our broadband network to offer integrated video, voice and data services, and

* organic growth of connections through increased penetration of services to new marketable homes and our existing customer
base, along with new service offerings

On December 23, 2003, we completed a public offering of our common stock Including the shares 1ssued on January 13, 2004,
pursuant to the exercise of the underwriters’ over—allotment option, we 1ssued approximately 6 9 mullion shares at a per share price to
the public of $9 00, and our net proceeds were approximately $56 3 mullion

In December 2003, we completed the acquisition from Verizon Media Ventures Inc , a wholly owned subsidiary of Verizon
Communications Inc, of substantially all of the assets of the cable systems in Pinellas County, Florida and Cerritos, California
operated by Verizon Media, including all franchises, leases for real property, customer agreements, accounts receivable, prepaid
expenses, inventory and equipment We also licensed certain intellectual property related to each network and assumed habilities
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under acquired contracts, certain current hiabilities and certain operating liabilities to the extent they related to the acquired network
assets

We paid Venizon Media an aggregate of approximately $17.0 million 1n cash, which was funded with the net proceeds of our
common stock offering In connection with the completion of this acquisition, we also 1ssued to a prior prospective purchaser and
certain of its employees warrants to purchase one mullion shares of our common stock with an exercise price of $9 00 per share 1n
exchange for the release of the prospective purchaser’s exclusivity nghts with Verizon Media

In March 2005, we entered into a definitive asset purchase agreement to sell our cable assets located in Cerritos, California to
WaveDivision Holdings, LLC for $10 0 million 1n cash, subject to customary closing adjustments We expect the sale of the Cerritos
system to close n the third quarter of 2005, subject to the satisfaction of closing conditions, including receipt of regulatory approvals
with respect to the municipal franchise in Cerritos, Californta However, there can be no assurance that we will complete the sale of
the Cermtos cable system or we may not complete the sale in a timely manner In the event the purchaser does not receive necessary
regulatory or other approvals or the other conditions to closing are not satisfied, the sale will not be completed

Our Industry

In recent years, regulatory developments and advances in technology have substantially altered the competitive dynamics of the
communications industry and blurred the lines among traditional video, voice and data providers The Telecommunications Act of
1996 and 1ts implementation through FCC regulation have encouraged competition in these markets Advances in technology have
made the transmission of video, voice and data on a single platform feasible and economical Communications providers seek to
bundle products to leverage their significant capital investments, protect market share 1n their core service offerings from new sources
of competition, and achieve operating efficiencies by providing more than one service over their networks at lower incremental costs
while increasing revenue from the existing customer base

Incumbent cable operators are working to expand their core services to begin offering a bundled package of services Many of the
cable operators’ bundling strategies include the provision of Internet based voice services for their customers Most of the major
providers have announced plans to roll out Voice over Internet Protocol (“VoIP”) services in the next few years Some operators have
circuit—switched networks in some of their markets that are capable of offering voice services According to the NCTA, as of
December 31, 2004, there were approximately 3 million cable voice customers in the United States However, most cable providers
will need to incur additional capital costs to upgrade their existing networks for voice capability In addition, they will need to devote
and develop significant management resources for the deployment of voice services on a large scale

We believe the future of the industry will include a broader competitive landscape 1n which communications providers will offer
bundled video, voice and data services and compete with each other based on scope and depth of the service offering, pricing and
convemence While many competitors have begun to offer bundled services 1n response to these industry factors, few have been able
to offer a full suite of services on a large scale

Our Strategy

Our goal 1s to be the leading provider of integrated broadband communications services to residential and business customers 1n
our target markets and to fully leverage the capacity and capabtlity of our interactive broadband network The key components of our
strategy include

*  Focus on offering fully integrated bundles of video, voice and data services. We provide video, voice and data services over
our broadband network and promote the adoption of these services by new and existing customers in bundled offerings
Bundling 1s central to our operating strategy and provides us with meaningful revenue opportunities, enables us to increase
penetration and operating efficiencies, facilitates customer service, and reduces customer acquisition and 1nstallation costs
We believe that offering our customers a bundle of video, voice and data services allows us to maximize the revenue

generating capability of our network, increase revenue per customer, provide greater pricing flexibility and promote customer
retention

Leverage our broadband network to provide new services. We built our hi gh—capacity, interactive broadband network with
fiber optics as close to the customer as economically feasible We have completed our network upgrade 1n all of our current
markets (with the exception of Cerritos, CA), which enables us to provide at least 750 MHz of capacity and two—way
capabtlity to all of our homes passed in these markets We have invested in advanced technology platforms that support
advanced communications services and multiple emerging interactive services such as video—on—demand, subscriber
video—on—demand, digital video recorder, interactive television, high—definition television, Internet Protocol Centrex services
and passive optical network services in those markets We have begun to enhance our network assets in Pinellas County,
Florida to provide voice services and started offering these services 1n late 2004

*  Deliver industry—leading customer service. Outstanding customer service 1s a critical element of our operating philosophy
Through our call center, which we operate 24 hours a day, seven days a week, we deliver personalized and
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responsive customer care that promotes customer loyalty' Through our network operations center, we monitor and evaluate
network performance and quality of service Our philosophy 1s to be proactive 1n retaining customers rather than reactive, and
we strive to resolve service delivery problems prior to the customer becoming aware of them As we own our network and
actively momtor our digital services from a centralized location to the customer premuses, we have greater control over the
quahty of the services we deliver to our customers and, as a result, the overall customer expenience We have introduced a new
enterprnise management system that enhances our service capability by providing us with a single platform for sales,
provisioning, customer care, trouble ticketing, credit control, scheduling and dispatch of service calls, as well as providing our
customers with a single bill for all services

*  Pursue expansion opportunities. We have a history of acquinng, integrating, upgrading and expanding systems, enabhing us
to offer bundled video, voice and data services and increasing our revenue opportuntty, penetration and operating efficiency
To augment our organic growth, we will pursue value—enhancing expansion opportunities meeting our previously described
target market criteria that allow us to leverage our experience as a bundled broadband provider and endorse our operating
philosophy of delivering profitable growth These opportunities include acquisitions and edge—out expansion 1 new or
existing markets We will continue to evaluate growth opportunities based on targeted return requirements

Our Interactive Broadband Network

Our network is critical to the implementation of our operating strategy, allowing us to offer bundled video, voice and data services
to our customers tn an efficient manner and with a high level of service In addition to providing high capacity and scalability, our
network has been specifically engineered to have increased reliability, including features such as

* redundant fiber routing and uses SONET protocol which enables the rapid, automatic redirection of network traffic 1n the
event of a fiber cut,

back—up power supplies in our network which ensure continuity of our service n the event of a power outage, and
* network monitoring to the customer premises for all digital video, voice and data services

Technical overview

Our 1nteractive broadband network consists of fiber—optic cable, coaxial cable and copper wire F iber—optic cable 1s a
communications medium that uses hair—thin glass fibers to transmit signals over long distances with minimum signal loss or
distortion In most of our network, our system’s main high capacity fiber—optic cables connect to multiple nodes throughout a
network These nodes are connected to individual homes and buildings by coaxial cable and are shared by a number of customers,
generally 500 homes We have sufficient fibers in our cables to further subdivide our nodes to 125 homes if growth so dictates Our

network has excellent broadband frequency characteristics and physical durability, which 1s conducive to providing video and data
transmisston and telephone service

As of December 31, 2004, our network consisted of approximately 10,300 miles of network and passed approximately 756,000
marketable homes and serving approximately 398,000 connections Our interactive broadband network 1s designed using redundant
fiber—optic cables Our fiber rings are “self-healing,” which means that they provide for the very rapid, automatic redirection of

network traffic so that if there 1s a single point of failure on a fiber ring, our service will continue By compartson, most traditional
cable television systems do not have redundant architectures

We provide power to our systems from locations along each network called hub sites, each of which 1s equipped with a generator
and battery back—up power source to allow service to continue during a power outage Additionally, individual nodes that are served
by hubs are equipped with back—up power Our redundant fiber—optic cables and network powering systems allow us to provide
circutt—based voice services consistent with industry reliability standards for traditional telephone systems

We monitor our network 24 hours a day, seven days a week from our network operations center in West Point, Georgia
Technicians 1n each of our service areas schedule and perform mstallations and repairs and monitor the performance of our nteractive

broadband network We actively maintain the quality of our network to minimize service interruptions and extend the network’s
operational life

Video

We offer video services over our network 1n the same way that traditional cable companies provide cable TV service Our network
1s designed for an analog and digital two—way interactive transmission with fiber—optic cable carrying signals from the headend to the

distribution point within our customers’ neighborhoods, where the signals are transferred to our coaxial cable network for delivery to
our customers
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We offer telephone service over our broadband network 1n much the same way local phone companies provide service We install a
network interface box outside a customer’s home to provide dial tone service Our network nterconnects with those of other local
phone companies We provide long—distance service using leased facilities from other telecommunications service providers We have
two Class 5, full-featured Nortel DMS 500 switches located tn West Point, Georgia and nearby Huguley, Alabama that direct all of
our voice traffic and allow us to provide enhanced custom calling services including call waiting, call forwarding and three—way
calling We also operate a telephone system 1n Valley, Alabama and West Point, Georgia, where we are the rural incumbent telephone
company

Data

We provide Internet access using high—speed cable modems in much the same way customers currently receive Internet services
over modems linked to the local telephone network The cable modems we presently use are significantly faster than dial-up modems
generally in use today Our customers’ Internet connections are always on, and there 1s no need to dial-up for access to the Internet or
wait to connect through a port leased by an Internet service ptovider We provide our customers with a lugh level of data transfer rates
through multiple peering arrangements with tier-one Internet facility providers

Our Bundled Service Offering

We offer a complete solution of video, voice and data services 1n all of our markets, except for Cerritos, CA We have begun
enhancing our network assets in Pinellas County, Florida that we acquired from Verizon Media to provide voice services and offer
these services to a portion of the market

We offer a broad range of service bundles designed to address the varying needs and interests of existing and potential customers
We sell individual services at prices competitive to those of the incumbent providers, but attractively price additional services from
our bundle Bundling our services enables us to increase penetration and operating efficiencies, facilitate customer service, reduce
customer acquisition and nstallation costs, and increase customer retention

Our bundled strategy means that we may deliver more than one service to each customer, and therefore we report an aggregate
number of connections for video, voice and data services For example, a single customer who purchases local video, voice and data
services would count as three connections

Video services

We offer our customers a full array of video services and programming choices Customers generally pay itial connection charges
and fixed monthly fees for video service As of December 31, 2004, we provided video services to 177,323 customers As of
December 31, 2004, 31% of our video customers subscribed for digital video We offer only analog video service 1n Cerritos,
Cahfornia and do not intend to upgrade that network to provide digital video services or other enhanced services

Our analog video service offering comprises the following

*  Basic Service: All of our video customers receive a package of bastc programming, which generally consists of local
broadcast television and local community programming, including pubhc, government and educational access channels

*  Expanded Basic Service: This expanded programming level includes approximately 190 channels of satellite—delivered or
non—broadcast channels, such as ESPN, MTV, USA, CNN, The Discovery Channel, Nickelodeon and various home shopping
networks

*  Premium Channels: These channels provide commercial—free movies, sports and other special event entertainment
programmung, such as HBO, Showtime and Cinemax and are available through our expanded basic and digital tiers of
services

Our platform enables us to provide an attractive service offering of extensive programming as well as interactive services Our
digital video service consists of approximately 190 digital channels of programming, including our expanded basic cable service We
have recently introduced new service offerings to strengthen our competitive position and generate additional revenues, including
video—on—demand and subscriber video—on—demand Video—on—demand permits customers to order movies and other programming
on demand with VCR—like functions for a fee—per—viewing basis Subscriber video—on—demand 1s a similar service that has specific
content available from our premium channel offerings for an incremental charge

Voice services




Table of Contents

Our voice services include local and long—distance telephone services Our telephone packages can be customized to include
different options of the following core services

* local area calling plans,

» flat-rate local and long—distance plans,

» avarlety of calling features, and

* measured and fixed rate toll packages based on usage

For local service, our customers pay a fixed monthly rate, plus additional charges per month for custom and advanced calling
features such as call waiting, caller ID and voicemail We provide other telephone features for an additional charge We also offer
off—net voice services to a small number of customers through an arrangement with a local utihity provider in Newnan, Georgia

Data services

We offer tiered data services to both residential and business customers that include high—speed connections to the Internet using
cable modems Because a customer’s Internet service 1s offered over the existing cable connection in the home, no second phone hine
1s required and there 1s no disruption of service when the phone rings or when the television 1s on We offer IntroNet, a high speed
service aimed at first—time or dial-up Internet users IntroNet 1s available at speeds of 256k which 1s faster than traditional dial-up,
but slower than our typical high—speed service, and priced at a discount to our faster product. The IntroNet product has been
successful in captuning additional market share for us and providing a customer base to which higher speed data services may be
marketed Our data packages generally include the following

* speed up to three megabits per second,

= specialized technical support 24 hours a day, seven days a week,

+ access to exclusive local content, weather, national news, sports and financial reports,

* value—added features such as e-mail accounts, on—line storage, spam protection and parental controls, and
» a DOCSIS—compliant modem installed by a trained professional

Business services

Our broadband network also supports services to business customers, and accordingly, we have developed a full suite of products
for small, medium and large enterprises We offer the traditional bundled product offering to these business customers We also have
developed new products to meet the more complex voice and data needs of the larger business sector We offer passive optical
network service, which enables our customers to have T—1 voice services and data speeds of up to 100 megabits per second on our
fiber network We have introduced our Matrix product offering, which can replace customers’ aging, low functionality PBX products
with an IP Centrex voice and data service that offers more flexible features at a lower cost In addition, we offer a virtual private
network service to provide businesses with multiple sites the ability to exchange information privately among their locations over our
network We serve our business customers from locally based business offices with customer service and network support 24 hours a
day, seven days a week

Broadband carrier services

We use extra, unused capacity on our network to offer wholesale services to other local and long distance telephone companies,
Internet service providers and other integrated services providers We call these services our broadband carrer services While this 1s
not a part of our core strategy, we belteve our interactive broadband network offers other service providers a reliable and cost
competitive alternative to other telecommunications service providers

Customer Service and Billing

Customer service
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Customer service 1s an essential element of our operations and miarketing strategy, and we believe our quality of service and
responsiveness differentiates us from many of our competitors A significant number of our employees are dedicated to customer
service activities, including

« sales and service upgrades,

* customer activations and provisioning,

* service issue resolutions, and

* administration of our customer satisfaction programs

We provide customer service 24 hours a day, seven days a week Our representatives are cross—trained to handle customer service
transactions for all of our products and currently exceed the industry standards for call answer times We operate a centralized
customer call center in Augusta, Georgia, which handles all customer service transactions In addition, we provide our business
customers with local customer service, which we believe improves our responsiveness to customer needs and distinguishes our
product in the market We believe it 1s a competitive advantage to provide our customers with the convenience of a single point of
contact for all customer service 1ssues for our video, voice and data service offerings and 1s consistent with our bundling strategy

We monitor our network 24 hours a day, seven days a week. Through our network operations center, we momtor our digital video,
voice and data services to the customer level and our analog video services to the node level We strive to resolve service delivery
problems prior to the customer being aware of any service interruptions

Billing

We are an early adopter of a single billing platform for video, voice and data services, which 1s part of an enterprise management
system that we have implemented system wide This system, which was developed to our specifications, enables us to send a single
bill to our customers for video, voice and data services

Sales and Marketing

We believe that we are the first provider of a bundled video, voice and data communications service package in our current
markets Our sales and marketing materials emphasize the convenience, savings and improved service that can be obtained by
subscribing to bundled services

We position ourselves as the local provider of choice in our markets, with a strong local customer interface and community
presence, while simultaneously taking advantage of economies of scale from centralization of certain marketing functions

We have a sales staff in each of our markets including managers and direct sales teams for both residential and business services
Our standard residential team consists of direct sales, outbound sales, and front counter sales as well as support personnel Our
business services sales team consists of our account executives, specialized busmess stallation coordinators and dedicated
installation service teams Our call center sales team handles all inbound telemarketing sales

Our sales team 1s cross—trained on all our products to support our bundling strategy Our sales team 1s compensated based on
connections and 1s therefore motivated to sell more than one product to each customer Our marketing and advertising strategy 1s to
target bundled service prospects utilizing a broad mix of media tactics including broadcast television, cross channel cable spots, radio,
newspaper, outdoor space, Internet and direct mail We have utilized database—marketing techniques to shape our offers, segment and
target our prospect base to increase response and reduce acquisition costs

We have implemented several retention and customer referral tactics including customer newsletters, personahized e-mail
communications and loyalty programs These programs are designed to increase loyalty, retention and up sell among our current base
of customers

Pricing for Our Products and Services
We attractively price our services to promote sales of bundled packages We offer bundles of two or more services with tiered
features and prices to meet the demands of a variety of customers We also sell individual services at prices competitive to those of the
incumbent providers An installation fee, which is often waived duning certain promotional periods for a bundled installation, 1s

charged to new and reconnected customers We charge monthly fees for cable customer premise equipment

Programming
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We purchase our programming directly from the program networks by entering 1nto affiliation agreements with the programming
suppliers We also benefit from our membership with the National Cable Television Cooperative, which enables us to take advantage
of volume discounts As of December 31, 2004, approximately 68% of our programming 1s sourced from the cooperative which also
handles our contracting and bitling arrangements on this programmung

Markets
Current Markets

We currently serve the following markets with our interactive broadband network

Total Homes

In Franchise Xear Services First Offered By Knology

Year Added Source Market Area __Video Voice Data
1995 Acquired Montgomery, AL 94,000 1995 1997 1697
1995 Acquired Columbus, GA 62,000 1995 1998 1998
1997 Acquired Panama City, FL 66,000 1997 1998 1998
1998 Acquired Huntsville, AL 80,000 1998 1999 1999
1998 Built Charleston, SC 140,000 1998 1998 1998
1998 Built Augusta, GA 96,000 1998 1998 1998
1999 Acquired West Point, GA 12,000 1999 1999 1999
2000 Built Knoxville, TN 95,000 2001 2001 2001
2003 Acquired Cerritos, CA 15,000 2003 — —
2003 Acquired Pinellas, FL 415,000 2003 2004 2003

New Markets

We plan to evaluate expansion of our operations to southeastern or other markets that have the size, market conditions,
demographics and geographical location suitable for our business strategy We plan to evaluate target cities that have the following
characteristics, among others

+ targeted return requirements,
* an average of at least 70 homes per mile,
* competitive dynamics that allow us to be the leading provider of integrated video, voice and data services, and
*  conditions that will afford us the opportunity to capture a substantial number of customers
Competition

We compete with a variety of communications companies because of the broad number of video, voice and data services we offer
Competition 1s based on service, content, reliability, bundling, value, and convenience Virtually all markets for video, voice and data
services are extremely competitive, and we expect that competition will intensify in the future Our competitors are often larger,
better—financed companies with greater access to capital resources These tncumbents presently have numerous advantages as a result
of their histortc monopolistic control of their respective markets, economies of scale and scope, and control of limited conduit
relationships

Video services

Cable television providers. Cable television systems are operated under non—exclusive franchises granted by local authorities,
which may result in more than one cable operator providing video services in a particular market Other cable television operations
exist in each of our current markets, and many of those operations have long—standing customer relationships with the residents in
those markets Our competitors currently include Bright House, Charter, Comcast, Mediacom and Time Warner We also encounter
competition from direct broadcast satellite systems, including DirecTV and Echostar, that transmit signals to small dish antennas
owned by the end—user
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According to industry sources, satellite television providers presently sérve approximately 19 7% of pay television customers in the
United States, however, the satellite provider penetration in our markets 1s substantially less Competition from direct broadcast
satellites could become significant as developments n technology increase satellite transmitter power and decrease the cost and size of
equipment Additionally, providers of direct broadcast satellites are not required to obtain local franchises or pay franchise fees The
Intellectual Property and Communications Omnibus Reform Act of 1999 permuts satellite carners to carry local television broadcast
stations and 1s expected to enhance satelltte carriers’ ability to compete with us for customers As a result, we expect competition from
these companies to increase

Other television providers. Cable television distributors may, in some markets, compete for customers with other video
programming distributors and other providers of entertainment, news and information Alternative methods of distributing the same or
similar video programming offered by cable television systems exist Congress and the FCC have encouraged these alternative
methods and technologies in order to offer services in direct competition with existing cable systems These competitors include
satellite master antenna television systems and local telephone companies

We compete with systems that provide multichannel program services directly to hotel, motel, apartment, condominium and other
multiunit complexes through a satellite master antenna—a single satellite dish for an entire building or complex These systems are
generally free of any regulation by state and local governmental authorities Pursuant to the Telecommunications Act of 1996, these
systems, called satellite master antenna television systems, are not commonly owned or managed and do not cross public rights—of—
way and, therefore, do not need a franchise to operate

The Telecommunications Act of 1996 eliminated many restrictions on local telephone companies offering video programming, and
we may face increased competition from them Several major local telephone companies, including BellSouth, have announced plans
to provide video services to homes

In addition to other factors, we compete with these companies using programming content, including the number of channels and
the availability of local programming We obtain our programming by entening into contracts or arrangements with video
programming supphers A programming supplier may enter into an exclusive arrangement with one of our video competitors, creating
a competitive disadvantage for us by restricting our access to programming

Voice services

In providing local and long—distance voice services, we compete with the incumbent local phone company, various long—distance
providers and VolIP telephone providers in each of our markets BellSouth and Verizon are the incumbent local phone companies in
our current markets and are particularly strong competitors We also compete with a number of providers of long—distance telephone
services, such as AT&T, BellSouth, MCI, Sprint and Verizon

We expect to continue to face intense competition 1n providing our telephone and related telecommunicattons services The
Telecommunications Act of 1996 allows service providers to enter markets that were previously closed to them Incumbent local
telephone carriers are no longer protected from significant competition in local service markets

We are anticipating an tncrease 1n the deployment of VolIP telephone services Following years of development, VoIP has been
deployed by a vaniety of service providers including other Multiple Service Operators (“MSOs”) such as Cox Communications and
Comecast and independent service providers such as Vonage Holding Corporation Unlike circuit switched technology, this technology
does not require ownership of the last mile and eliminates the need to rent the last mile from the Regional Bell operating companies
(“RBOCs) VolP 1s essentially a data service and can be more feature rich than traditional circurt—switched telephone service The
VolIP providers will have differing levels of success based on their brand recogmition, financial support, technical abilities, and legal
and regulatory decisions

We believe that wireless telephone service, such as cellular and personal communication services, or PCS, currently 1s viewed by
most consumers as a supplement to, not a replacement for, traditional telephone service Wireless service generally 1s more expensive
than traditional local telephone service and 1s priced on a usage—sensitive basis However, there 1s evidence to indicate that wireless 1s
gaining consideration as a replacement service, and the rate differential between wireless and traditional telephone service has begun
to decrease and 1s expected to further decrease and lead to more competition between providers of these two types of services

Data services

Providing data services 1s a rapidly growing business and competition 1s increasing in each of our markets Some of our
competitors benefit from greater experience, resources, marketing capabilities and name recognition Cable television companies have
entered the Internet access market The incumbent cable television company n each of our markets currently offers high—speed
Internet access services
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Other competitive high—speed data providers include:
» ncumbent local exchange carriers that provide dial-up and DSL services,
+ traditional dial—up Internet service providers,
» competitive local exchange carriers, and
» providers of satellite—based Internet access services

A large number of companies provide businesses and individuals with direct access to the Internet and a varnety of supporting
services [n addition, many companies such as AOL and Microsoft Corporation offer online services consisting of access to closed,
proprietary information networks with services similar to those available on the Internet, 1n addition to direct access to the Internet
These companies generally offer data services over telephone lines using computer modems Some of these data service providers also
offer high—speed integrated services ustng digital network connections and DSL connections to the Internet, and the focus on
dehvering high—speed services 1s expected to increase

Bundled Services

Several of our competitors have initiated business plans to deploy their own versions of the triple—play bundle 1n our markets
Compcast, Charter, Brighthouse, and other MSOs are 1n varying stages of launching Voice over Internet Protocol (VoIP) and thereby
enabling their third service offering Brighthouse launched VolIP in the Pinellas County market in mid—2004 Comcast and Charter
have made numerous announcements about launching voice services and have done so in some of their markets It 1s inevitable that
these providers will launch VoIP in all of their markets 1n the not too distant future

BellSouth and Verizon have each initiated agreements / partnerships with satellite providers enabling their third service offering
(video) The Bell companies each have facilities—based initiatives to construct broadband (last—mile) networks 1n several markets
nationwide None of these networks currently overlap with Knology The RBOCs abulity to provide the three services will increase
competition for subscribers within Knology’s markets

Knology believes that its emphasis on proven technology for deploying telephone service enhances its product offering relative to
the MSOs for the near future Additionally, our direct relationship with the programmers and National Cable Television Cooperative
(NCTC) for video content and control of our channel line~up provides an advantage for our video offering relative to the RBOCs for
the foreseeable future

Legislation and regulation
The cable television industry 1s regulated by the FCC, some state governments and most local governments Telecommunications
carriers are regulated by the FCC and state public utility commissions Providers of Internet services generally are not subject to
regulation Federal legislative and regulatory proposals under consideration may materially affect the cable television,
telecommunications services, and Internet services industries The following 1s a summary of federal laws and regulations affecting
the growth and operation of the cable television and telecommunications industries and a description of relevant state and local laws
Future federal and state legislative and regulatory changes may affect our operations and the impact of such legislative or
regulatory actions on our operations may be beneficial or adverse The following description of certain major regulatory factors does
not purport to be a complete summary of all present and proposed legislation and regulations pertaining to our operations
Federal Regulation

Cable Television Consumer Protection and Compeltition Act of 1992

The Cable Television Consumer Protection and Competition Act of 1992, or the 1992 Cable Act, increased the regulation of the
cable industry by impostng rules governing, among other things

 rates for tiers of cable video services,

*  access to programming by competitors of cable operators and restrictions on certain exclustvity arrangements by cable
operators,
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access to cable channels by unaffiliated programming services,

terms and conditions for the lease of channel space for commercial use by parties unaffiliated with the cable operator;
ownership of cable systems,

customer service requirements,

mandating carriage of certain local television broadcast stattons by cable systems and the nght of television broadcast stations
to withhold consent for cable systems to carry their stations,

techmcal standards, and

cable equipment compatibility

The legislation also encouraged competition with existing cable televiston systems by

allowing municipalities to own and operate their own cable television systems without a franchise,

preventing franchising authonities from granting exclusive franchises or unreasonably refusing to award additional franchises
covering an existing cable system’s service area, and

prohibiting the common ownership of cable systems and other types of multichannel video distribution systems

Telecommunications Act of 1996

The Telecommunications Act of 1996 and the FCC rules implementing this Act radically altered the regulatory structure of
telecommunications markets by mandating that states permit competition for local telephone services The Act placed certain
requirements on most incumbent local exchange carriers to open their networks to competitors, resell their services at a wholesale
discount, and permit other carriers to collocate equipment on incumbent local exchange carrier premises Rural carriers may be
exempt from these incumbent local exchange carner requirements, as currently 1s the case with our incumbent local exchange carner
subsidianes, Interstate Telephone and Valley Telephone The following 1s a summary of the interconnection and other rights granted
by this Act that are most important for full local telecommunicattons competition, and our belief as to the effect of the requirements,
assuming vigorous implementation.

interconnection of competitors with the networks of incumbents and other carriers, which permits customers of competitors to
exchange traffic with customers connected to other networks,

local loop unbundling, which allows competitors to selectively gain access to incumbent carriers’ factlities and wires that
connect the incumbent carriers’ central offices with customer premises, thereby enabling competitors to serve customers on a
facihities basis not directly connected to their networks,

reciprocal compensation, which mandates arrangements for local traffic exchange between both incumbent and competitive
carriers and compensation for terminating local traffic originating on other carriers’ networks, thereby improving competttors’
margins for local service;

number portability, which allows customers to change local carriers without changing telephone numbers, thereby removing a
significant barrer for a potential customer to switch to a different carrier’s local voice services, and

dialing panty, which enables competitors to provide telephone numbers to new customers on the same basis as the incumbent
carrier

This Act also permitted regional Bell operating companies under certain conditions to apply to the FCC for authority to provide
long—distance services

The Act also included significant changes in the regulation of cable operators For example, the FCC’s authority to regulate the
rates for “cable programming service” tiers, that 1s all tiers other than the lowest level “basic service tier,” of all cable operators
expired on March 31, 1999 The legislation also
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* repealed the anti—trafficking provisions of the 1992 Cablé Act, which required cable systems to be owned by the same person
or company for at least three years before they could be sold to a third party;

+ allows cable operators to enter telecommunications markets which historically have been closed to them,

*  limits the nghts of franchising authorities to require certain technology or to prohibit or condition the proviston of
telecommunications services by the cable operator,

* adjusts the favorable pole attachment rates atforded cable operators under federal law such that they may be increased,
beginning 1n 2001, 1f the cable operator also provides telecommunications services over its network, and

+ allows some telecommunications providers to begin providing competitive cable service in their local service areas
Regulation of Cable Services

The FCC, the principal federal regulatory agency with junsdiction over cable television, has promulgated regulations covering
many aspects of cable television operations The FCC may enforce 1ts regulations through the imposition of fines, the 1ssuance of
cease and desist orders and/or the imposition of other administrative sanctions, such as the revocation of FCC licenses A brief
summary of certain key federal regulations follows

Rate regulation The 1992 Cable Act authorized rate regulation for certain cable services and equipment It requires communities
to certify with the FCC before regulating basic cable rates Cable service rate regulation does not apply where a cable operator
demonstrates to the FCC that 1t 1s subject to effective competitton 1n the community To the extent that any municipality attempts to
regulate our basic rates or equipment, we believe we could demonstrate to the FCC that our systems all face effective competttion and,
therefore, are not subject to rate regulation

Program access To promote competition with incumbent cable operators by independent cable programmers, the 1992 Cable Act
placed restrictions on dealings between cable programmers and cable operators Satellite video programmers affihated with cable
operators are prohibited from favoring those cable operators over competing distributors of multichannel video programming, such as
satellite television operators and competitive cable operators such as us These restnictions are designed to limt the ability of vertically
integrated satellite cable programmers from offering exclusive programming arrangements or preferred pricing or non—price terms to
cable operators Congress and the FCC have considered, but not adopted, proposals to expand the program access rights of cable
competitors such as us, including the possibility of applying all program access requirements to terrestrially delivered video
programming and all video programmers The program access rules will “sunset” on October 5, 2007, unless further extended by the
FCC If the exclusivity restrictions are allowed to sunset, this could have a materially adverse impact on us if incumbent cable
operators use the greater flexibility to deny important programming to our systems

Carriage of broadcast television signals The 1992 Cable Act established broadcast signal carriage requirements that allow local
commercial television broadcast stations to elect every three years whether to require the cable system to carry the station
(must—carry) or whether to require the cable system to negotiate for consent to carry the statton (retransmission consent) Stations are
generally considered local to a cable system where the system 1s located 1n the station’s Nielsen designated market area Cable
systems must obtain retransmission consent for the carrnage of all distant commercial broadcast stations, except for certain
superstations, that are commercial satellite—delivered independent stations such as WGN Pursuant to the Satellite Home Viewer
Improvement Act, the FCC enacted rules governing retransmission consent negotiations between broadcasters and all distributors of
multichannel video programming (including cable operators) Local non—commercial television stations are also given mandatory
carniage nghts, subject to certain exceptions, within a certain limited radius Non—commercial stations are not given the option to
negotiate for retransmission consent Must—carry requests may decrease the attractiveness of the cable operator’s overall programming
offerings by including less popular programming on the channel line—up, while retransmission consent elections may involve cable
operator payments (or other concessions) to the programmer We carry some stations pursuant to retransmission consent agreements
and pay fees for such consents or have agreed to carry additional services We carry other stattons pursuant to must—carry elections

The rules the FCC has adopted for the carriage of digital broadcast signals do not require cable systems to carry both the analog
and digital signals of television broadcast stations entitled to must—carry rights during those stattons’ transition to full digital
operations The FCC has also ruled that a cable operator need only carry a broadcaster’s “primary video” service (rather than all of the
digrtal broadcaster’s “multi—cast” services)

Registration procedures and reporting requirements Before beginning operatton n a particular community, all cable television
systems must file a registration statement with the FCC listing the broadcast signals they will carry and certain other information
Additionally, cable operators periodically are required to file various informational reports with the FCC Cable operators that operate
in certain frequency bands, including us, are required on an annual basis to file the results of their pertodic

11




Table of Contents

cumulative leakage testing measurements Operators that fail to make this filing or who exceed the FCC’s allowable cumulative
leakage index risk being prohibited from operating 1n those frequency bands 1n addition to other sanctions

Customer equipment regulation As noted, cable customer equipment 1s subject to rate regulation unless the FCC deems the cable
system to face effective competition The FCC has also required that cable customers be permitted to purchase cable converters and
other navigation device equipment from third parties, such as retailers It developed a multiyear phase—in period during which security
functions (which remain 1n the exclusive control of the cable operator) would be unbundled from non—security functions, which then
could be supplied by third—party vendors

The separate security module requirement applies to all digital devices as well as to devices that access both analog and digital
services (hybnd devices), although 1t does not apply to analog—only devices As long as cable operators subject to the rules comply
with the separate secunity module requirement, they may continue to provide their customers with devices that contain both embedded
security and nonsecurity functions (integrated devices) until July 1, 2006, at which time they will be prohibited from placing these
devices 1n service

The FCC wants consumers to be able to directly connect their retail equipment, 1 e , television recervers, digutal recorders, video
cassette recorders, etc , with cable television systems In order to facilitate this connectivity, the FCC established rules requiring that,
beginning April 1, 2004 all cable operators must replace or upgrade subscriber—leased high definition set—top boxes, upon customer
request, to ensure that customers are able to access advanced, interactive cable services The set—top boxes must be capable of meeting
certain industry—established technical standards which will enable connectivity between customer equipment and cable systems
Starting on July 1, 2005, all high definition set—top boxes acquired by cable operators for distribution to subscribers must meet certain
advanced industry—established standards

The FCC also recently 1ssued regulations requiring all digital cable systems to separate out from its navigation equipment the
secunty functions which control access to paid subscription programming Unaffiliated manufacturers, retailers and vendors will be
allowed to make the equipment commercially available and 1t will be integrated into or used 1n conjunction with subscriber—purchased
navigation devices to allow access to all cable system features previously available only by using cable system provided—equipment
By July 1, 2004, all digital cable systems must maintain an adequate supply of the security equipment and must ensure that subscnibers
have convenient access to 1t The FCC restrictions could negatively affect how we develop and market new services and equipment to
our customers

Franchise authority Cable television systems operate pursuant to franchises 1ssued by local franchising authonties (which are the
cities, counties or political subdivisions in which a cable operator provides cable service) Local franchising authority 1s premised
upon the cable operator’s facilities crossing the public nights—of—way Franchises are typically of fixed duration with the prospect for
renewal These franchises must be nonexclusive The terms of local franchises vary by community, but typically include requirements
concerning service rates, franchise fees, construction timelines, mandated service areas, customer service standards, technical
requirements, public, educational and government access channels, and channel capacity Franchises often may be termnated, or
penalties may be assessed, 1f the franchised cable operator fails to adhere to the conditions of the franchise Although largely
discretionary, the exercise of local franchise authority 1s imited by federal law For example, local franchise authorities may not issue
exclusive franchises, may not require franchise fees that exceed 5% of gross revenues from the provision of cable services, and may
not mandate the use of a particular technology Local franchise authorities are permitted to charge fees other than cable franchise fees,
such as fees for a telecommunications providers’ use of public nights—of-way We hold cable franchises in all of the franchise areas
which we provide service We believe that the conditions in our franchises are fairly typical for the industry Our franchises generally
provide for the payment of fees to the municipality ranging from 3% to 5% of revenues from telephone and cable television service,
respecttvely The Telecommunications Act of 1996 exempted those telecommunications services provided by a cable operator or its
affiliate from cable franchise requirements, although municipalities retain authority to regulate the manner in which a cable operator
uses the public nghts—of-way to provide telecommunications services

Franchise renewal Franchise renewal, or approval for the sale or transfer of a franchise, may volve the imposition of additional
requirements not present in the mitial franchise (such as facility upgrades or funding for public, educational, and government access
channels) Although franchise renewal is not guaranteed, federal law imposes certain standards to prohibit the arbitrary denial of
franchise renewal Our franchises generally have 10 to 15 year terms, and we expect our franchises to be renewed by the relevant
franchising authonity before or upon exptration

Franchise transfer Local franchise authonities are required to act on a cable operator’s franchise transfer request within 120 days
after receipt of all information required by FCC regulations and the franchising authority Approval 1s deemed granted 1f the
franchising authonty tails to act within such period

Pole attachments Federal law requires utilities, defined to include all local telephone companies and electric utihties except those
owned by municipalities and co—operatives, to provide cable operators and telecommuntcations carriers with nondiscriminatory access
to poles, ducts, conduit and rnights—of—way at just and reasonable rates The right to access 1s beneficial to facilittes—based providers
such as us Federal law also establishes principles to govern the pricing of and terms of such access Utilities may charge

12




Table of Contents

telecommunications carriers (and cable operators providing both cablé telévision service and telecommunications service, such as us)
a different (often higher) rate for pole attachments than they charge cable operators providing solely cable service. The FCC has
adopted rules implementing the two different statutory formulas for pole attachment rates These regulations became effective on
February 8, 2001, and increases in attachment rates relative to rates for providers that exclusively provide cable service resulting from
the regulations are being phased—in 1n equal annual increments over a period of five years beginning on the effective date of the new
FCC regulations The federal pole attachment access and rate provisions apply only in those states that have not certified to the FCC
that they regulate pole attachment rates Currently, 18 states plus the District of Columbia have certified to the FCC, leaving pole
attachment matters to be regulated by those states Of the states in which we operate, none has certtfied to the FCC The FCC has
clanfied that the provision of Internet services by a cable operator does not affect the agency’s junsdiction over pole attachments by
that cable operator, nor does 1t affect the rate formula otherwise applicable to the cable operator The U S Court of Appeals for the
Eleventh Circuit overturned the FCC’s conclusion However, the U S Supreme Court has upheld the FCC’s decision by reversing the
decision of the U S Court of Appeals for the Eleventh Circuit and confirming the FCC’s authority

Inside wiring of multiple dwelling units FCC rules provide generally that, in cases where the cable operator owns the wiring inside
a multiple dwelling unit but has no night of access to the premises, the multiple dwelling unit owner may give the cable operator notice
that 1t intends to pernut another cable operator to provide service there The cable operator then must elect whether to remove the
inside wiring, sell the inside wiring to the multiple dwelling unit owner at a price not to exceed the replacement cost of the wire on a
per—foot basis, or abandon the inside wiring The FCC also adopted rules that, among other things, require utilities (including
incumbent local exchange carriers and other local exchange carriers) to provide telecommuntcations carniers and cable operators with
reasonable and nondiscriminatory access to utility—owned or controiled conduits and nghts—of-way 1 all “multiple tenant
environments” (including, for example, apartment buildings, office butldings, campuses, etc ) in those states where the FCC possesses
authority to regulate pole attachments, 1 e , in those states where the state government has not certified to the FCC that 1t regulates
utility pole attachments and rights—of—way matters

Access to and competition in multiple dwelling units by and among video operators The FCC has preempted laws and rules that
restrict occupants of multiple dwelling units from placing small satellite antennas on their balconies (or areas under the occupant’s
exclusive use) The FCC’s action increases the ability of satellite television operators such as DirecTV to compete with us in certain
multiple dwelling units The FCC recently decided not to abrogate or restrict existing or future exclusive video multiple dwelling unit
access contracts by multichannel video programming distributors The decision not to abrogate existing exclusive multiple dwelling
umit access contracts may restrict us in competing with the incumbent cable operator (or other video competitors) in those multiple
dwelling units where another cable operator has obtained an exclusive access arrangement

Privacy. Federal law restricts the manner in which cable operators can collect and disclose data about individual system customers
Federal law also requires that the cable operator periodically provide all customers with written information about its policies
regarding the collection and handling of data about customers, their privacy rights under federal law and their enforcement rights
Cable operators must also take such actions as are necessary to prevent unauthorized access to personally 1dentifiable information
Failure to adhere to these requirements subjects the cable operator to payment of damages, attorneys’ fees and other costs

Copyright Cable television systems are subject to federal compulsory copyright licensing covering carrage of broadcast signals. In
exchange for making semi—annual payments to a federal copynight royalty pool and meeting certain other obligations, cable operators
obtain a statutory license to retransmit broadcast signals The amount of the royalty payment varies, depending on the amount of
system revenues from certain sources, the number of distant signals carried, and the location of the cable system with respect to
over—the—air television stations

Adjustments n copyright royalty rates are made through an arbitration process supervised by the U S Copyright Office The
modification or elimination of the compulsory copyright licensing scheme could adversely affect our ability to provide our customers
with their desired broadcast programming

Internet service The FCC rejected requests by some Internet service providers to require cable operators to provide unaffiliated
Internet service providers with direct access to the operators’ broadband facilities A contrary decision may have facilitated greater
competition by non—facilities—based Internet service providers with our broadband service offerings In addition, the FCC recently
sought comment on the scope of its junisdiction to regulate cable modem service and the extent to which state and local governments
may regulate cable modem service Although the FCC has indicated a clear preference for minimizing regulation of broadband
services, future regulation of cable modem service by federal, state or local government entities remains possible The FCC also
sought comment on whether 1t should resolve any disputes that may arise over cable operators’ previous collection of franchise fees
from their customers based, n part, on cable modem service revenues, or whether the FCC should leave such matters to the courts
There remains a risk that we will confront hitigation on this 1ssue See also “Regulatory treatment of cable modem service ”

Regulatory fees The FCC requires payment of annual regulatory fees by the various industries 1t regulates, including the cable
television industry Regulatory fees may be passed on to customers as external cost adjustments to rates for basic cable service
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Fees are also assessed for other FCC licenses, including licenses fof biisiiess radio, cable television relay systems and earth stations
These fees, however, may not be collected directly from customers as long as the FCC’s rate regulations remarn applicable to the
cable system.

Tier buy through Federal law requires cable operators to allow customers to purchase premium services or pay—per—view video
programming offered by the cable operator on a per—channel or per program basis without the need to subscribe to any tier of service
except the basic service tier unless the cable system’s lack of addressable converter boxes or other technological limitations prohibat 1t
from doing so The exemption for cable operators lacking the technological ability to comply expired in October 2002, although the
FCC may extend that period on a case—by—case basis as necessary pursuant to an appropriate waiver request Our systems currently
comply with these requirements and we do not avail ourselves of the technological exemption

Potential regulatory change The regulation of cable television systems at the federal, state, and local levels 1s subject to the
political process and has seen constant change over the past decade Material changes in the law and regulatory requirements must be
anticipated, and our business could be adversely affected by future legislation or new regulations

Regulation of Telecommunications Services

Our telecommunications services are subject to varying degrees of federal, state and local regulation Pursuant to the
Communications Act of 1934, as amended by the Telecommunications Act of 1996, the FCC generally exercises jurisdiction over the
facilities of, and the services offered by, telecommunications carriers that provide interstate or international communications services.
Barring federal preemption, State regulatory authorities retain jurisdiction over the same facilities to the extent that they are used to
provide intrastate communications services, as well as facilities solely used to provide intrastate services Local regulation 1s largely
limited to management of the occupation and use of county or municipal public nghts—of-way Various international authorities may
also seek to regulate the provision of certain services

As explaned above, incumbent local exchange carriers are subject to obligations (under Section 251(c) of the federal
Communications Act) to open their networks to competitive access, including both unbundling and collocation obhgations, as well as
heightened interconnection obligations and a duty to make their services available to resellers at a wholesale discount rate The
Communications Act includes an exemption from Section 251(c) requirements for rural telephone companies, absent a finding by the
approprate state commission that the request 1s not unduly econonucally burdensome Both Interstate Telephone and Valley
Telephone are rural telephone companies as defined by the federal Communications Act With respect to Valley Telephone, the
Alabama Public Service Comnussion and, with respect to Interstate Telephone, the Georgia Public Service Commission have
determined that these companies should be exempt from the incumbent local exchange carrier interconnection requirements under
Section 251(c) of the Communications Act In the event the circumstances upon which these determinations are based change in the
future, 1t 1s possible these conclusions could be revisited and reversed, exposing either company to the incumbent local exchange
carrier interconnection, unbundling, wholesale discount, and/or collocation obligations

Tariffs and detariffing Our subsidiary, Knology Broadband, Inc , or Broadband, 1s classified by the FCC as a non—dominant carner
with respect to both its domestic interstate and international long—distance carrter services and its competitive local exchange carrier
services As a non—dominant carrier, its rates presently are not generally regulated by the FCC, although the rates are still subject to
general requirements that they be just, reasonable, and nondiscriminatory The FCC has ordered mandatory detaniffing of
non—dominant carriers’ interstate and international interexchange services, except n very limited circumstances Rather, we must post
standard rates, terms, and conditions on the web and negottate and/or execute individual agreements with each of our customers to
cover the rates, terms and conditions for our provision of such services, including limitations on habihty The FCC’s detariffing
regime has no impact on our tariffs for intrastate services, nor does it affect the federal access charge taniff system However, it 1s
uncertain whether we will be able to execute individual agreements with each of our long—distance customers on favorable terms
going forward and whether the additional costs of having to comply with the new regime will have an adverse effect on our revenues
There 1s also some uncertainty about whether, in the absence of a tariff, such carrier protections such as strict limitations on liability,
can be negotiated with the end users and, if they are, whether they are enforceable

Non—dominant local exchange carriers are not permutted to file tariffs with the FCC for their interstate access services if the
charges for such services are higher than FCC benchmarks established in 2001 If a non—dominant carrter’s charges for interstate
access services are equal to or below the FCC—established benchmark, 1t 1s permitted, but not required, to file tanffs with the FCC for
such services Our interstate access services fall within the FCC—established benchmark and we have a tanff on file with the FCC for
those services Over time, we can be expected to face “downward pressure” on our switched access rates because of the FCC’s
regulations which require a phase—down to incumbent local exchange carrier access charge level by 2005 and to the extent incumbent
local exchange carrier switched access rates are reduced from current levels

Interstate Telephone and Valley Telephone are regulated by the FCC as dominant carriers i the provision of interstate—switched
access services As dominant carriers, Interstate Telephone and Valley Telephone must file tariffs with the FCC and must provide the
FCC with notice prior to changing their rates, terms or conditions of interstate access services Interstate Telephone has 1ts own tanffs
on file with the FCC, while Valley Telephone concurs n taniffs filed by the National Exchange Carrier Assoctation
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Interstate Telephone and Valley Telephone are both classified as non<dominant in the provision of nterstate and international
interexchange services, rendering them subject to mandatory detanffing at the FCC for such services, as described above

Interconnection and compensation for transport and termimnation The Telecommunications Act of 1996 established a national
policy of permitting the development of local telephone competition This Act preempts laws that prohibit competition for local
telephone services and establishes requirements and standards for local network interconnection, unbundling of network elements and
resale The Telecommunications Act of 1996 also requires incumbent local telephone carriers to enter into mutual compensation
arrangements with competitive local telephone companies for transport and termination of local calls on each other’s networks. The
interconnection, unbundling and resale standards were developed by the FCC through several iterations and have been further
implemented by the states and reviewed by the federal courts of appeals The terms of interconnection agreements among the carriers
have been, and are likely to continue to be, overseen by the states Although a panel of judges from the U S Court of Appeals for the
Eleventh Circuit (the jurisdiction 1in which many of our markets are located), previously concluded that state public service
commissions lack the authority under Section 252 of the federal Communications Act to interpret and enforce interconnection
agreements, the court en banc has reversed that conclusion and agreed with at least six other federal circuits that the states do have
such authority

We have executed local network interconnection agreements with BellSouth and Verizon for, among other things, the transport and
termination of local telephone traffic These agreements have been filed with, and approved by, the applicable regulatory authornty in
each state in which we conduct our operations and 1n which the agreements apply These agreements are subject to changes as a result
of changes n laws and regulations, and there 1s no guarantee that the interconnection agreement rates and terms under which we
operate today will be available in the future

The FCC has concluded that calls to Internet service providers are jurisdictionally interstate and the exchange of ISP—bound traffic
1s not subject to the reciprocal compensation requirements of the Communications Act The FCC established an interim scheme,
however, whereby traffic below a 3 | onginating—to—terminating ratio 1s presumed to be reciprocal compensation traffic and traffic
above 3 1 1s presumed to be ISP-bound While the FCC decision was remanded by the U S Court of Appeals for the D C Circuit to
the FCC for further elaboration and as to the legal basis for its decision, the Court let the intenm scheme remain 1n effect Until the
FCC addresses the 1ssue again, ISP—bound traffic 1s generally being exchanged at a lower rate than reciprocal compensation traffic
Under our interconnectton agreements, we exchange local traffic with incumbent carriers on a bill-and—keep basis (in which no
compensation 1s actually paid)

In March 2005, the FCC 1ssued a further notice of proposed rulemaking requesting comment on various proposals to replace the
existing intercarrier compensation regimes with a unified regime designed for the developing marketplace As part of the proceeding,
the FCC will review numerous aspects of intercarrier compensation, including transport and termination The FCC’s decision wall
impact the amounts that we both pay and recerve from all carriers with whom we are interconnected, both directly and indirectly

Access to unbundled network elements Until March 2005, the FCC’s rules had required incumbent local telephone carriers to
provide an unbundled network element platform that included all of the network elements required by a competitor to provide a retail
local telecommunications service, including mass market circuit switching Competitors using such platforms had the opportunity to
provide retail local services enttrely through the use of the local telephone carrers’ facilities at lower discounts than those available
for local resale In the FCC’s Tnenmal Review Order, effective October 2, 2003, the FCC determined that certain network elements
would no longer be subject to unbundling, while other elements must continue to be offered subject to further, detailed review by the
state public utility commissions On March 2, 2004, the Court vacated and remanded much of the FCC’s Triennial Review Order In
the FCC’s Trienmal Review Remand Order, effective March 11, 2005, the agency fundamentally changed 1ts unbundling rules,
adopting materially significant limits on the availability of unbundled network elements Although the FCC adopted transition plans
for competing carriers to transition away from use of the delisted network elements to alternative facilities or arrangements, the plans
apply only to the embedded customer base and do not permut competitive carriers to add new customers or capacity to delisted
network elements The rules are subject to further clarification and reconsideration by the FCC, and review on appeal by the D C
Circuit In view of the uncertainty surrounding the FCC’s rules adopted 1n the Triennial Review Remand Order, we cannot at this time
state with any certainty the impact of that Order upon our business The availability of a wide variety of unbundled network elements
could benefit those of our local telecommunications competitors who, unlike us, do not provide service entirely over their own
facilities, conversely, the limiting of network elements available on an unbundled basis may discourage potential competitors who
cannot, or do not wish to expend the capital required to build out their own facilities, and strengthen the positions of incumbent
carriers such as BellSouth and Verizon Any material change i the FCC’s regulations upon further review or appeal of the Trienmial
Review Remand Order could have a significant impact on competition

Unbundled network element pricing In September 2003, the FCC commenced a rulemaking proceeding, which 1s still pending, to
review globally the pricing principles that states must use to set rates for unbundled network elements This proceeding ultimately
could lead to significant changes 1n the pricing of unbundled network elements, which could i turn lead to significant changes 1n the
relative competitive position of our competitors Apart from this proceeding, the FCC, in 1ts Triennial Review Remand Order,
effective March 11, 2005, adopted pricing rules that, in the absence of negotiated alternative commercial arrangements, will
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apply to the dedicated transport, mgh—capacity loop, and mass markét cirowt switching elements of the incumbent local exchange
carrier networks during specifically defined transition periods The state commussions have significant responsibility for the
implementation of the FCC’s rules, including the actual setting of rates for unbundled network elements The availability of a wide
vanety of available unbundled network elements at attractive prices could benefit those of our local telecommunications competitors
who, unlike us, do not provide service entirely over their own facilities, conversely, the limiting of elements available on an
unbundled basis or a relative increase 1n the prices of such elements and platforms may discourage potential competitors who cannot,
or do not wish to expend the capital required to build out thetr own facilities

Number portability All providers of telecommunications services must offer service provider local number portability, which the
FCC has defined as the ability to retain, at the same location, existing telephone numbers when switching local telephone companies
without impairment of quality, reliability or convenience Number portability 1s intended to remove one barrier to entry faced by new
competitors, which would otherwise have to persuade customers to switch local service providers despite having to change telephone
numbers Although number portability benefits our competitive local exchange carrier operations, it represents a burden to Valley
Telephone and Interstate Telephone Moreover, wireline—to—wireless number portability 1s likely to have an adverse impact on all
wireline carriers because end users are expected to port more numbers from wireline to wireless carriers for some time, than vice
versa

Universal service The FCC has adopted rules implementing the universal service requirements of the Telecommunications Act of
1996 The federal umversal service fund 1s the support mechanism established by the FCC to ensure that high quality, affordable
telecommunications service 1s available to all Americans Pursuant to the FCC’s universal service rules, all telecommunications
providers must contribute a percentage of their telecommunications revenues to the federal umversal service fund As a
telecommunications carrier, we are required to contribute to the federal universal service fund on the basis of our projected, collected
interstate and international end user telecommunications revenues The FCC devises a quarterly factor for contribution to the federal
universal service fund based on the ratio of total projected demand for universal service support as compared to total end user
interstate and international revenue for a given quarter The contribution factor for the first quarter of 2005 1s 10 7% Accordingly, we
presently contribute almost eleven percent of our combined interstate and international end user telecommunications revenues to the
federal universal service fund

Carriers may assess a federal universal service surcharge on their customers, either as a flat amount or a percentage of a customer’s
revenue, however, this amount may not exceed the total amount of the universal service contribution factor currently in effect As a
result, we are precluded from assessing a federal universal service—related charge on our end user customers in excess of the relevant
interstate and international telecommunications portion of each customer’s bill times the relevant contribution factor We remain able
to recover legitimate administrative costs relating to our contribution to the federal universal service fund, provided that such cost
recovery 1s made through areas other than our universal service line item surcharge

The FCC currently 1s conducting a comprehensive review of the rules governing contributions to the federal umversal service fund
The FCC 15 considening the adoption of a connection—based universal service contribution methodology in which entities would
contribute to the federal umiversal service fund based on either the number of end user connections, the number of working telephone
numbers, or the amount of capacity per connection The FCC 1s also considering the 1ssue of broadband providers’ contribution to
umiversal service and whether and how connections that provide broadband Internet access—including those using cable modem
technology—would be assessed for federal universal service fund purposes Although the outcome of this proceeding and 1its effect on
our business cannot be predicted, 1f any of these proposals are implemented, the amount of our contributions to the federal umversal
service fund may increase, and could negatively impact our business, prospects, gross profits, cash flows and financial condition
Changes to federal umversal service funding obligations could adversely affect us by increasing the payments owed to support the
fund

Access charge reform The FCC has adopted several orders in recent years having the effect of reducing switched access charges
imposed by local telephone compames for orgination and termination of interstate long—distance traffic Overall decreases in local
telephone carriers’ access charges as contemplated by the FCC’s access reform policies would likely put downward pricing pressure
on our charges to domestic interstate and international long—distance carriers for comparable access Changes to the federal access
charge regime could adversely affect us by reducing the revenues that we generate from charges to domestic nterstate and
international long—distance carriers for oniginating and terminating interstate traffic over our telecommumnications facilities

The FCC has adopted an order, the MAG Plan, to reform interstate access charges and universal service support for rate—of-return
incumbent local exchange carriers such as Valley Telephone and Interstate Telephone The MAG Plan 1s designed to lower access
charges toward cost, replace imphcit support for universal service with explicit support that 1s portable to all ehgible
telecommunications carriers, and provide certainty and stability for the small and mud—sized local telephone companies serving rural
and high—cost areas by permitting them to continue to set rates based on a rate—of-return of 1 | 25%, thereby encouraging rural
mvestment The MAG Plan, as adopted, will reduce switched access fees for small incumbent local exchange carriers and protect
universal service in areas served by those incumbent local exchange carriers Although the MAG Plan significantly reduces
per—minute access charge revenues to these carriers, 1t 1s designed to protect them for at least the term of the plan from potentially

much larger revenue reductions On February 12, 2004, the FCC issued an order regarding the MAG Plan designed to streamline the
FCC’s
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rules further and increase rural carriers’ flexibility to respond to market conditions Petitions for reconstderation of the MAG Plan are
currently pending before the FCC and the FCC has sought further comment on certain proposals related to the MAG Plan

In March 20035, the FCC requested further comment in its intercarrier compensation proceeding on replacing the existing
Intercarner compensation regimes with a unified regime designed for the developing marketplace, as previously discussed As part of
the proceeding, the FCC will review numerous aspects of intercarrier compensation, including access charges The FCC’s decision
will impact the amounts that we both pay and receive from all carriers with whom we are interconnected, both directly and indirectly

Regulatory treatment of VoIP telephone services Currently, the FCC and state regulators do not treat most IP—enabled services,
including those offering real time voice transmission, as regulated telecommunications services A number of providers are using
VoIP to compete with our voice services, and some providers using VoIP may be avoiding certain regulatory obligations or access
charges for interexchange services that might otherwise be due if such voice over IP offerings were subject to regulation However, 1n
March 2004, the FCC commenced a rulemaking proceeding to address the regulatory treatment of IP enabled services, including VoIP
applications Although we cannot predict when the FCC will 1ssue a decision in this proceeding, the FCC has precluded states from
regulating VoIP services by ruling that [P-enabled services are subject to its exclusive jurisdiction In response to individual petitions
for declaratory ruling, the FCC has addiessed specific VoIP applications For example, the FCC ruled that an AT&T service using
VolIP solely as an intermediate routing technology 1s a telecommunications service By contrast, the FCC ruled that pulver com’s Free
World Dialup service, which enables customers to make computer—to—computer VolP calls, 1s an information service The FCC 1s
currently considering a petition filed by Level 3 Communications LLC requesting the agency to forbear from enforcing the Act and 1ts
regulations to the extent they could be mterpreted as permitting local exchange carriers to impose access charges on certamn
IP—enabled services Unless the FCC acts on this petition by March 22, 2005, the petition will be deemed granted These and other
similar proceedings could lead to an increase m the costs of VoIP providers if they become subject to additional regulation (in the
absence of forbearance from the same), and may change the compensation structure for IP—enabled services At this time, we are
unable to predict the impact, 1f any, that additional regulatory action on this 1ssue will have on our business

Regulatory treatment of cable modem services A decision of the U S Court of Appeals for the Ninth Circuit 1ssued 1n
October 2003 vacated 1n part an FCC declaratory ruling that cable modem services consisted of information services only, and did not
nclude a separate offering of telecommunications service The U S Court of Appeals for the Ninth Circuit found that cable modem
service included, n part, the offering of telecommunications services On December 3, 2004, the United States Supreme Court granted
two petitions for writ of certioran of the Ninth Circuit’s 2003 decision, and thus will address the question of whether cable modem
service includes a separate, underlying telecommunications service component that 1s subject to regulation as a common carrier
service under Title [I of the Communications Act of 1934, as amended The Supreme Court’s deciston 1n this matter will impact the
industry, as well as future actions by the FCC However, pending a decision by the Supreme Court and further FCC consideration of
the matter, providers of cable modem service such as us may be deemed and treated as telecommunications carriers, at least in part, 1n
ther provision of such services and subject to common carrier requirements, such as nondiscrimination and authorization obligations
under Title [T of the Communications Act (see “Addttional requirements” below) and universal service contribution obligations,
depending upon what the FCC determines 1n response to the Court’s instruction In addition, cable modem service providers may
become subject to franchise and right—of-~way requirements separately applicable to telecommunications carriers, including franchise
fees Results imposing authorization and other telecommunications carrier requirements, obligations to contribute to universal service,
franchise fees, or similar burdens would have the effect of increasing the costs of providing cable modem service relative to
non—cable—based alternatives, such as providers of Internet access through DSL service Furthermore, the determination by the U S
Court of Appeals for the Ninth Circuit may expose providers of cable modem services to potential claims that, because they are
offering, in part, teleccommumications services, as well as information services (in part), they fall under FCC requirements that
facilities—based providers of information services must open their networks to competitive providers of information services
However, to date, we have offered—and will continue to offer—access to our network on a wholesale basis, so this aspect of the U S
Court of Appeals for the Ninth Circuit decision 1s not expected to have a materal 1mpact on our business or our operations

Advanced services The FCC’s Trienmal Review Order, effective October 2, 2003, significantly changed many of the regulations
governing the telecommunications industry Among the changes adopted, the FCC determined that all—fiber loops to a customer’s
premises are not subject to the mandatory unbundling provisions of the Telecommunications Act of 1996, and that in the case of
“hybrid” loops containing some fiber and some copper, the broadband capabilities of these loops do not need to be unbundled These
rulings give the incumbent local exchange carriers greater control over whether, and at what price, broadband access facilities will be
made available to third parties Although the U S Court of Appeal for the D C Circuit vacated and remanded several aspects of the
Trienmal Review Order, the FCC’s decisions regarding broadband unbundling were upheld Subsequently, the FCC extended 1ts
deregulation of broadband facilities to fiber loops deployed to multi—tenant buildings or campuses where the predominant use 1s
residential and to loops with no more than 500 feet of copper (so—called “fiber—to—the—curb” loops) In October 2004, the FCC
exempted the former Bell Telephone Company entities from long distance market entry provisions to the extent those provisions
might have imposed a separate obligation to unbundled all fiber or fiber—to—~the—curb broadband loops

The FCC 1s currently reviewing the regulatory treatment of incumbent local exchange carrier provision of stand—alone broadband
and broadband sold in combination with Internet access services in several proceedings including the following (1) a pending FCC
proceeding that 1s considering deregulating incumbent local exchange carrier broadband services and facilities where the
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incumbent local exchange carrier 1s classified as non—dominant 1n thé provision of local exchange and exchange access service, (2) a
pending FCC proceeding that 1s considering re—classifying broadband services as information services, meaning that they would no
longer be subject to telecommunications service regulations, and (3) the FCC, as noted above, has initiated a proceeding that will
consider the regulatory status of IP—based services If the FCC further exempts or substantially reduces incumbent local exchange
carriers from regulation of broadband services (for example, by ehminating regulations governing end user prices or collocation of
competitive DSL providers’ equipment 1n central offices), broadband offerings by incumbent local exchange carriers may place even
greater competitive pressures on our broadband service offerings

Access to, and competition in, multiple dwelling units by and among telecommunications carriers In October 2000, the FCC
prohibited telecommunications carriers from entering into future exclusive access agreements with building owners or managers 1n
commercial (but not restdential) multi—tenant environments Simultaneously, the FCC adopted rules that require utilities (including
incumbent local exchange carriers and other local exchange carriers) to provide telecommunications carriers (and cable operators)
with reasonable and non—discriminatory access to utility—owned or controlled conduits and rights—of-way 1n all multiple tenant
environments (e g , apartment buildings, office buildings, campuses, etc ) in those states where the state government has not certified
to the FCC that 1t regulates utility pole attachments and nights—of—way matters The FCC has pending before 1t the question of
whether to adopt rules abrogating existing exclusive telecommunications cairier access arrangements in commercial multitenant
environments The FCC 1s also considering whether to extend prohibitions aganst exclustvity to residential multiple dwelling units
Finally, the FCC 1s considering rules that would require owners of multi—tenant environments to allow telecommunications carrters
nondiscriminatory access to their buildings If adopted, these requirements may facilitate our access (as well as the access of
competitors) to customers 1n multi—tenant environments, at least with regard to its provision of telecommunications services These
prospective requirements, if adopted, may also increase competition in multiple dwelling units and other multi—tenant environments
where we currently provide service

State Regulation

Traditionally, the states have exercised jurisdiction over intrastate telecommunications services The Telecommunications Act of
1996 modifies the dimensions of state authority in relation to federal authority It also prohibits states and localities from adopting or
imposing any legal requirement that may prohibit, or have the effect of prohibiting, market entry by new providers of interstate or
Intrastate telecommunications services The FCC 1s required to preempt any such state or local requirement to the extent necessary to
enforce the Telecommunications Act of 1996’s open market entry requirements States and localities may, however, continue to
regulate the provision of intrastate telecommunications services (barring federal preemption) and require carriers to obtain certificates
or licenses before providing service

Alabama, Georgia, Florida, Kentucky, South Carolina and Tennessee each have adopted statutory and regulatory schemes that
require us to comply with telecommunications certification and other regulatory requirements To date, we are authorized to provide
intrastate local telephone, long—distance telephone and operator services in Alabama, Georgia, Florida, Kentucky, South Carolina and
Tennessee As a condition of providing intrastate telecommunications services, we are required, among other things

* to file and maintain intrastate tariffs or price lists describing the rates, terms and conditions of our services,

*  to comply with state regulatory reporting, tax and fee obligations, including contributions to intrastate universal service funds,
and

*  to comply with, and to submut to, state regulatory jurisdiction over consumer protection policies (including regulations
governing customer privacy, changing of service providers, and content of customer bills), complaints, transfers of control and
certain financing transactions

Generally, state regulatory authorities can condition, modify, cancel, terminate or revoke certificates of authority to operate 1n a
state for failure to comply with state laws or the rules, regulations and policies of the state regulatory authonty Fines and other
penalties may also be imposed for such violations As we expand our telecommunications services 1nto new states, we will likely be
required to obtain certificates of authonity to operate, and be subject to similar ongoing regulatory requirements, in those states as well
We are certified in all states where we currently have operations and certification s required We cannot be sure that we will retain
such certifications or that we will receive authorization for markets in which we expect to operate in the future

In addition, the states have authority under the Telecommunications Act of 1996 to determine whether we are eligible to receive
funds from the federal universal service fund They also possess authority to approve or (in imited circumstances) reject agreements
for the interconnection of telecommunications carriers’ facilities with those of the local exchange carrier, and to arbitrate disputes
anising in negotiations for interconnection, although, as mentioned, the Court of Appeals for the Eleventh Circuit (which governs
many of our markets), recently concluded that state public service commissions have the authonity under Section 252 of the federal
Communications Act to interpret and enforce interconnection agreements The states also have Jurisdiction over whether Interstate
Telephone and Valley Telephone will continue to be subject to exemptions as rural carriers from the incumbent local exchange carrier
obligations under Section 251(c) of the Communications Act
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Interstate Telephone and Valley Telephone are subject to additional requirements under state law, including rate regulation and
quality of service requirements In Alabama and Georgia, both Interstate Telephone and Valley Telephone are subject to a price cap
form of rate regulation Under price caps, the companies have limited ability to raise rates for intrastate telephone services, but the
Alabama and Georgia Public Service Commuissions do not regulate the rate of return earned by the companies

Local Regulation

In certain locations, we must obtain local franchises, licenses or other operating rights and street opening and construction permits
to install, expand and operate our telecommunicattons facilities 1n the public rnghts—of-way In some of the areas where we provide
services, we pay license or franchise fees based on a percentage of gross revenues Cities that do not currently impose fees might seek
to impose them 1n the future, and after the expiration of existing franchises, fees could increase Under the Telecom Act, state and
local governments retain the nght to manage the public rights—of—way and to require fair and reasonable compensation from
telecommunications providers, on a competitively neutral and nondiscriminatory basis, for use of public rights—of-way As noted
above, these activities must be consistent with the Telecommunications Act, and may not have the effect of prohibiting us from
providing telecommunications services in any particular local jurisdiction

If an existing franchise or license agreement were to be terminated prior to its expiration date and we were forced to remove our
facilities from the streets or abandon them 1n place, our operations 1n that area would cease, which could have a material adverse effect
on our business as a whole We believe that the provisions of the Telecommuntcations Act barring state and local requirements that
prohibit or have the effect of prohibiting any entity from providing telecommunications service should be construed to limit any such
action, but there 1s no guarantee that they would be

Environmental Regulation

Our switch site and some customer premise locations are equipped with back—up power sources in the event of an electrical failure
Each of our switch site locations has battery and diesel fue! powered backup generators, and we use batteries to back—up some of our
customer premise equipment Federal, state and local environmental laws require that we notify certain authorities of the location of
hazardous materials and that we implement spill prevention plans We believe that we currently are in compliance with these
requirements 1n all material respects

Franchises

As descnibed above, cable television systems and local telephone systems generally are constructed and operated under the
authority of nonexclusive franchises, granted by local and/or state governmental authonties Franchises typically contain many
conditions, such as

* time limitations on commencement and completton of system construction,
* customer service standards,

*  mummum number of channels, and

* the provision of free service to schools and certain other public institutions

We believe that the conditions 1n our franchises are fairly typical for the industry Our franchises generally provide for the payment
of fees to the municipality ranging from 3% to 5% of revenues from telephone and cable television service, respectively Our

franchises generally have ten to 15 year terms, and we expect our franchises to be renewed by the relevant franchising authority before
Oor upon expiration

Prior to the scheduled expiration of most franchises, we initiate renewal proceedings with the relevant franchising authorities The
Cable Communicattons Policy Act of 1984 provides for an orderly franchise renewal process in which the franchising authorities may
not unreasonably deny renewals If a renewal is withheld and the franchising authority takes over operation of the affected cable
system or awards the franchise to another party, the franchising authority must pay the cable operator the “fair market value” of the
system The Cable Communications Policy Act of 1984 also established comprehensive renewal procedures requiring that the renewal
application be evaluated on 1ts own merit and not as part of a comparative process with other proposals
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The following table lists our existing and pending franchises by market, term and expiration date

Expiration
Market Area Term (years) ____Date
Huntsville, AL
Huntsviile, AL 15 3/6/2006
Limestone County, AL 15 5/7/2005
Madison, AL 15 10/22/2006
Madison County, AL 10 11/20/2009
Redstone Arsenal, AL 10 2/8/2011
Montgomery, AL
Autauga County, AL 15 10/15/2013
Maxwell Air Force Base, AL 5 12/13/2005
Montgomery, AL 15 9/2/2005
Prattville, AL 15 7/1/2013
Cerritos, CA
Cerntos, CA 15 5/3/2006
Valley, AL; West Point, GA
Chambers County, AL 15 12/15/2012
Lanett, AL 15 1/20/2013
Valley, AL 15 1/12/2013
West Point, GA 15 1/19/2013
Panama City, FL
Bay County, FL 15 1/5/2006
Cedar Grove, FL 15 6/9/2013
Callaway, FL 10 9/28/2009
Lynn Haven, FL 20 5/12/2018
Panama City, FL 20 3/10/2018
Parker, FL 10 12/7/2009
Panama City Beach, FL 15 12/3/2012
Pinellas County, FL
Clearwater, FL 10 6/20/2006
Dunedin, FL 10 3/20/2007
Largo, FL 10 6/9/2008
Oldsmar, FL 10 8/19/2007
Pinellas County, FL 10 1/1/2010
Safety Harbor, FL 10 4/21/2007
Semmole, FL 10 6/9/2008
St Petersburg, FL 10 9/9/2009
Tarpon Springs, FL 10 8/19/2007
Augusta, GA
Augusta Richmond County, GA 15 1/20/2013
Burnettown, SC 15 6/20/2015
Columbia County, GA I 11/1/2009
Columbus, GA
Columbus, GA 10 3/16/2009
Louisville, KY
Louisville, KY 15 9/12/2015
Chatrleston, SC
Berkeley County, SC 15 11/05/2013
Charleston, SC 15 4/28/2013
Charleston County, SC 15 12/15/2013
Dorchester County, SC 15 7/20/2013
Goose Creek, SC 15 11/17/2013

Hanahan, SC 15 9/8/2013
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Expiration

Market Area Term (years) _____Date
Lincolnville, SC 15 12/2/2013
Mount Pleasant, SC 15 3/9/2014
North Charleston, SC 15 5/28/2013
Summerville, SC 15 8/31/2013
Knoxville, TN

Knox County, TN 10 6/9/2010
Knoxville, TN 15 5/18/2015
Nashville, TN

Brentwood, TN 15 4/24/2015
Franklin County, TN 15 5/9/2015
Nashville, TN 15 10/17/2015
Williamson County, TN L5 5/8/2015

The Cable Communications Policy Act of 1984 also prohbuts franchising authonities from granting exclusive franchises or
unreasonably refusing to award additional franchises covering an existing cable system’s service area This simplifies the application
process for our obtaining a new franchise This process usually takes about six to nine months While this makes 1t easier for us to
enter new markets, 1t also makes 1t easier for competitors to enter the markets in which we currently have franchises

RISK FACTORS
Risks Related to OQur Business
We have a history of net losses and may not be profitable in the future.

As of December 31, 2004, we had an accumulated deficit of $473 4 million We expect to incur net losses for the next several years
as our business matures Our ability to generate profits and positive cash flow from operating activities will depend 1n large part on
our ability to increase our revenues to offset the costs of operating our network and providing services If we cannot achieve operating
profitability or positive cash flow from operating activities, our business, financial condition and operating results will be adversely
affected

Failure to obtain additional funding may limit our ability to complete our existing networks or to expand our business.

As of December 31, 2004, we had $3 2 nullion of working capital and $473 4 million of accumulated deficit We currently expect
to spend approximately $33 2 million during 2005 to expand and upgrade our networks 1n the markets where we currently provide
service, including our network 1n Pinellas County, Florida Planned capital expenditures 1n 2005 and thereafter to complete the
buildout of our network 1n Pinellas County, Florida will have to be funded by cash flow from operations 1n that market or from
additional equity financings We may not be able to raise proceeds sufficient to complete our buildout in Pinellas County In addition
if financing 1s available, 1t may not be obtained on a timely basis and with acceptable terms If we fail to obtain sufficient financing,
we may be required to discontinue our buildout of Pinellas County, which could have a material adverse effect on our business See
Item 7—“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and Caputal
Resources™

]

Our substantial indebtedness may adversely affect our cash flows, future financing and flexibility.
As of December 31, 2004, we had approximately $286 7 mullion of outstanding indebtedness, including accrued interest, and our
stockholders’ equity was $86 3 million. We pay interest 1n cash on our credit facilities and on our outstanding 12% senior notes due

2009 We may incur additional indebtedness in the future Our level of indebtedness could adversely affect our business in a number
of ways, including

*  we may have to dedicate a significant amount of our available funding and cash flow from operating activities to the payment
of interest and the repayment of principal on outstanding indebtedness,

* depending on the levels of our outstanding debt and the terms of our debt agreements, we may have trouble obtaining future
financing for working capital, capital expenditures, general corporate and other purposes,

* high levels of indebtedness may limst our flexibility 1n planning for or reacting to changes n our business, and

* Increases in our outstanding indebtedness and leverage will make us more vulnerable to adverse changes n general economtc
and industry conditions, as well as to competitive pressure
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We may not be able to make future principal and interest paymerits on our debt.

Our earnings were not sufficient to cover our fixed charges in each year of the seven—year period ended December 31, 2004 We
currently generate sufficient cash flow from operating activities to service our debt However, our ability to make future principal and
interest payments on our debt depends upon our future performance, which s subject to general economic condittons, industry cycles
and financial, business and other factors affecting our operations, many of which are beyond our control If we cannot grow and
generate sufficient cash flow from operating activities to service our debt payments, we may be required, among other things to

. seek additional financing 1n the debt or equity markets,
. refinance or restructure all or a portion of our debt,
. sell selected assets, or

. reduce or delay planned capital expenditures

These measures may not be sufficient to enable us to service our debt In addition, any such financing, refinancing or sale of assets
may not be available on commercially reasonable terms, or at all

Restrictions on our business imposed by our debt agreements could limit our growth or activities.

Our indenture and our credit agreements place operating and financial restrictions on us and our subsidianies These restrictions
affect, and any restrictions created by future financings, will affect our and our subsidiaries’ ability to, among other things

. incur additional debt or issue mandatortly redeemable equity secunties,
. create liens on our assets,

. make certain loans, investments and capttal expenditures,

. use the proceeds from any sale of assets,

. make distrnibutions on or redeem our stock,

. consolidate, merge or transfer all or substantially ali our assets,

. enter 1nto transactions with affiliates,

. uttlize revenues except for specified uses, and

+  utihze excess liquidity except for specified uses

In addition, our credit facilities require us to mamtan specified financial ratios, such as a maximum leverage ratio and a mimnimum
liquidity ratio We are also required to mamntain a mimimum level of earnings before income, taxes, depreciation and amortization (or
EBITDA) These hmitations may affect our ability to finance our future operations or to engage 1n other business activities that may
be in our interest If we violate any of these restrictions or any restrictions created by future financings, we could be 1n default under
our agreements and be required to repay our debt immediately rather than at scheduled maturity
We may not be able to sell our cable system in Cerritos, California which may adversely affect our financial condition.

In March 2005, we entered nto a defimtive asset purchase agreement to sell our cable assets located 1n Cerritos, Cahfornia to
WaveDuvision Holdings, LLC for $10 0 milhion in cash, subject to customary closing adjustments We expect the sale of the Cerritos
system to close in the third quarter of 2005, subject to the satisfaction of closing conditions, including receipt of regulatory approvals
with respect to the municipal franchise in Cernitos, California However, there can be no assurance that we will complete the sale of
the Cerritos cable system or we may not complete the sale in a timely manner In the event the purchaser does not receive necessary
regulatory or other approvals or the other conditions to closing are not satisfied, the sale will not be completed If we are unable to sell

the Cerntos assets in a timely manner, or on acceptable terms, our financial condition may be adversely affected
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The demand for our bundled broadband communications services may be lower than we expect.

The demand for video, voice and data services, erther alone or as part of a bundle, cannot readily be determined Our business
could be adversely affected 1f demand for bundled broadband communications services 1s matenally lower than we expect If the
markets for the services we offer, including voice and data services, fail to develop, grow more slowly than anticipated or become
saturated with competitors, our ability to generate revenue will suffer

Competition from other providers of video services could adversely affect our results of operations.

To be successful, we will need to retain our existing video customers and attract video customers away from our competitors Some
of our competitors have advantages over us, such as long—standing customer relationships, larger networks, and greater experience,
resources, marketing capabilities and name recognition In addition, a continuing trend toward business combinations and alliances in
the cable television area and 1n the telecommunications industry as a whole may create significant new competitors for us In
providing video service, we currently compete with Bright House Networks, or Bright House, Charter Communications Inc , or
Charter, Comcast Corporation, or Comcast, Mediacom Communications Corporation, or Mediacom, and Time Warner Cable Inc , or
Time Warner We also compete with satellite television providers, including DirecTV, Inc , o1 DirecTV, and Echostar
Communications Corporation, or Echostar Legislation now allows satellite television providers to offer local broadcast television
stations This may reduce our current advantage over satellite television providers and our ability to attract and maintain customers

The providers of video services in our markets have, from time to time, adopted promotional discounts We expect these
promotional discounts in our markets to continue nto the foreseeable future and additional promotional discounts may be adopted We
may need to offer additional promotional discounts to be competitive, which could have an adverse impact on our revenues In
addition, incumbent local phone companies may market video services in their service areas to provide a bundle of services BellSouth
Corporation, or BellSouth, has entered into a strategic marketing alliance with DirecTV to jointly market voice and video services If
telephone service providers offer video services in our markets, 1t could increase our competition for our video and voice services and
for our bundled services

Competition from other providers of voice services could adversely affect our results of operations.

In providing local and long—distance telephone services, we compete with the incumbent local phone company n each of our
markets We are not the first provider of telephone services in most of our markets and we therefore must attract customers away from
other telephone companies BellSouth and Verizon are the primary incumbent local exchange carriers in our targeted region They
offer both local and long—distance services 1n our markets and are particularly strong competitors We also compete with a number of
providers of long—distance telephone services, such as AT&T Corp , or AT&T, Bellsouth, MCI, Inc , or MCI, Sprint Corporation, or
Sprint, and Verizon Our other competitors include competitive local exchange carriers, which are local phone companies other than
the incumbent phone company that provide local telephone services and access to long—distance services over their own networks or
over networks leased from other companies, and wireless telephone carriers In the future, we may face other competitors, such as
cable television service operators who have announced their intention to offer telephone services with Internet—based telephony If
cable operators offer voice services in our markets, 1t could increase competition for our bundled services

The past several years have seen the emergence 1n our markets of carriers relying on the so—called unbundled network element
platform obtained from incumbent local exchange carriers under Section 251(c)(3) of the Communications Act of 1934 and the
Federal Communications Commussion’s, or FCC’s, implementing regulations Some of these carmers have been successful in
capturing market share 1n a relatively short period of time In the FCC’s Triennial Review Order, the framework was estabhished
whereby the obligations of incumbent local exchange carriers to continue to make available the unbundled network element platform
may be eliminated 1n the future subject to certain conditions being satisfied and certified by state pubhc service commussions It 1s
difficult at this time to determine the extent to which competition from unbundled network element platform providers 1n our markets
may intensify or dimimish and 1t 1s impossible to predict, in the event that the unbundled network element platform is no longer
available 1n certain markets m the future, whether and which unbundled network element platform—based carriers will successfully
transition to other means of serving their local exchange customers

Competition from other providers of data services could adversely affect our results of operations.

Providing data services 1s a rapidly growing business and competition 1s increasing in each of our markets Some of our
competitors have advantages over us, such as greater expertence, resources, marketing capabilities and name recognition In providing
data services, we compete with

. traditional dial-up Internet service providers,
. incumbent local exchange carriers that provide dial—up and digital subscriber line, or DSL, services,

. providers of satellite—based Internet access services,
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. competitive local exchange carriers, and
. cable televiston companies

In addition, some providers of data services have reduced prices and engaged 1n aggressive promotional activities We expect these
price reductions and promotional activities to continue into the foreseeable future and additional price reductions may be adopted We
may need to lower our prices for data services to remain competitive

Our programming costs are increasing, which could reduce our gross profit.

Programming has been our largest single operating expense and we expect this to continue In recent years, the cable industry has
experienced rapid increases in the cost of programming, particularly sports programming Our relatively small base of subscribers
limits our ability to negotiate lower programming costs We expect these increases to continue, and we may not be able to pass our
programming cost increases on to our customers In addition, as we increase the channel capacity of our systems and add
programming to our expanded basic and digital programming tiers, we may face additional market constraints on our ability to pass
programmuing costs on to our customers Any nability to pass programming cost increases on to our customers would have an adverse
impact on our gross profit

Programming exclusivity in favor of our competitors could adversely affect the demand for our video services.

We obtain our programming by entering mnto contracts or arrangements with programming suppliers A programming supplier
could enter 1nto an exclusive arrangement with one of our video competitors that could create a competitive advantage for that
competitor by restricting our access to this programming [f our ability to offer popular programming on our cable television systems
is restricted by exclusive arrangements between our competitors and programming suppliers, the demand for our video services may
be adversely affected and our cost to obtain programming may increase

The rates we pay for pole attachments may increase significantly.

The rates we must pay utility compantes for space on their utility poles 1s the subject of frequent disputes If the rates we pay for
pole attachments were to increase significantly or unexpectedly, 1t would cause our network to be more expensive to operate It could
also place us 1n a competitive disadvantage to video and telecommunications service providers who do not require, or who are less
dependent upon, pole attachments, such as satellite providers and wireless voice service providers See “Legislation and
regulation—Federal Regulation—Regulation of Cable Services—Pole Attachments” for more information

Loss of interconnection arrangements could impair our telephone service.

We rely on other companies to connect our local telephone customers with customers of other local telephone providers We
presently have access to BellSouth’s telephone network under a nine—state interconnection agreement, which expires in
September 2005 We have access to Verizon’s telephone network 1n Florida under an interconnection agreement covering Flonda,
which expires 1in [August 2005] If either interconnection agreement is not renewed, we will have to negotiate another interconnection
agreement with the respective carrier The renegotiated agreement could be on terms less favorable than our current terms

It 1s generally expected that the Telecommunications Act of 1996 will continue to undergo considerable interpretation and
implementation, which could have a negative impact on our interconnection agreements with BellSouth and Vernizon It 1s also
possible that further amendments to the Communications Act of 1934 may be enacted which could have a negative impact on our
interconnection agreements with BellSouth and Verizon The contractual arrangements for interconnection and access to unbundled
network elements with incumbent carriers generally contain provisions for incorporation of changes in governing law Thus, future
FCC, state public service commussion and/or court decisions may negatively impact the rates, terms and conditions of the
interconnection services we have obtained and may seek to obtatn under these agreements, which could adversely affect our business,
financial condition or results of operations Our ability to compete successfully in the provision of services will depend on the nature
and timing of any such legslative changes, regulations and interpretations and whether they are favorable to us or to our competitors
See “Legislation and Regulation” for more information

We could be hurt by future interpretation or implementation of regulations.

The current communications and cable legislation 1s complex and in many areas sets forth policy objectives to be implemented by
regulation, at the federal, state, and local levels It 1s generally expected that the Communications Act of 1934, as amended, the
Telecommunications Act of 1996 and implementing regulations and decisions, as well as applicable state laws and regulations, wll
continue to undergo considerable interpretation and implementation Regulations that enhance the ability of certain classes of our
competitors, or interpretation of existing regulations to the same effect, would adversely affect our competitive position It 1s also
possible that further amendments to the Communications Act of 1934 and state statutes to which we or our competitors are subject
may be enacted Our abihity to compete successfully will depend on the nature and timing of any such legislative changes,
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regulations, and interpretations and whether they are favorable to us or to our competitors See “Legislation and Regulation” for more
information

We operate our network under franchises that are subject to non—renewal or termination.

Our network generally operates pursuant to franchises, permits or ltcenses typically granted by a municipality or other state or local
government controlling the public rights—of—way Often, franchises are terminable if the franchisee fails to comply with material
terms of the franchise order or the local franchise authonty’s regulations Although none of our existing franchise or license
agreements have been terminated, and we have received no threat of such a termination, one or more local authorities may attempt to
take such action We may not prevail in any judicial or regulatory proceeding to resolve such a dispute

Further, franchises generally have fixed terms and must be renewed penodically Local franchising authorittes may resist granting a
renewal 1f they consider either past performance or the prospective operating proposal to be inadequate In a number of junisdictions,
local authorities have attempted to impose rights—of—way fees on providers that have been challenged as violating federal law A
number of FCC and judicial decisions have addressed the 1ssues posed by the imposition of nghts—of—way fees on competitive local
exchange carriers and on video distributors To date, the state of the law 1s uncertain and may remain so for some ime We may
become subject to future obligations to pay local nghts—of-way fees which are excessive or discriminatory

The local franchising authorities can grant franchises to competitors who may build networks in our market areas. Local franchise
authonities have the abihty to impose regulatory constraints or requirements on our business, including constraints and requirements
that could matenally increase our expenses In the past, local franchise authorities have imposed regulatory constraints, by local
ordinance or as part of the process of granting or renewing a franchise, on the construction of our network They have also imposed
requirements on the level of customer service we provide, as well as other requirements The local franchise authorities 1n our new
markets may also impose regulatory constraints or requirements, which could increase our expenses 1n operating our business

We may not be able to obtain telephone numbers for new voice customers in a timely manner.

In providing voice services, we rely on access to numbering resources mn order to provide our customers with telephone numbers A
shortage of or a delay in obtaining new numbers from numbering administrators, as has sometimes been the case for local exchange
carriers in the recent past, could adversely affect our ability to expand into new markets or enlarge our market share 1n existing
markets

Substantially all of our voice traffic passes through one of our two switches located in West Point, Georgia and nearby
Huguley, Alabama, and these switches may fail to operate.

Substantially all of our voice traffic passes through one of our two switches located in West Point, Georgia and nearby Huguley,
Alabama If one or both of our switches were to fail to operate, a portion or all of our customers would not be able to access our voice
services, which likely would damage our relationship with our customers and could adversely affect our business

We may encounter difficulties in implementing and developing new technologies.

We have invested in advanced technology platforms that support advanced communications services and multiple emerging
mteractive services, such as video—on—demand, subscriber video—on—demand, digital video recording, interactive television, IP
Centrex services and passive optical network services We have also invested in our new enterprise management system However,
existing and future technological implementations and developments may allow new competitors to emerge, reduce our network’s
competitiveness or require expensive and time—consuming upgrades or additional equipment, which may also require the write—down
of existing equipment In addition, we may be required to select in advance one technology over another and may not choose the
technology that 1s the most economic, efficient or attractive to customers We may also encounter difficulties in implementing new
technologies, products and services and may encounter disruptions 1n service as a result

We may encounter difficulties expanding into additional markets.

To expand into additional cities we will have to obtain pole attachment agreements, construction permuts, telephone numbers,
franchises and other regulatory approvals Delays n entering into pole attachment agreements, recerving the necessary construction
permits and conducting the construction itself have adversely affected our schedule 1n the past and could do so again n the future
Dafficulty in obtaining numbering resources may also adversely affect our ability to expand into new markets Further, as we recently
experienced 1n Lowsville, we may face legal or simular resistance from competitors who are already 1n these markets See
“Item 3—Legal Proceedings * For example, a competitor may oppose or delay our franchise application or our request for pole
attachment space These difficulties could significantly harm or delay the development of our business in new markets
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It may take us longer to construct our network than anticipated, which could adversely affect our growth, financial condition
and results of operations.

When we enter new markets or upgrade or expand our network n existing markets, we project the capital expenditures that will be
required based n part on the amount of time necessary to complete the construction or upgrade of the network and the difficulty of
such construction For example we currently expect to spend approximately $7 5 million in capital expenditures in 2005 to enhance
the network assets in Pinellas County Flonda acquired from Verizon Media If construction lasts longer than anticipated or 1s more
difficult than anticipated, our capital expenditures could be significantly higher, which could adversely affect our growth, financial
condition or results of operations

It may take us longer to increase connections than anticipated.

When we enter new markets or expand existing markets, we project the amount of revenue we will recerve 1n such markets based
in part on how quickly we are able to generate new connections If we are not able to generate connections as quickly as antictpated,
we will not be able to generate revenue 1n such markets as quickly as anticipated, which could adversely affect our growth, financial
condition or results of operations
Future acquisitions and joint ventures could strain our business and resources.

If we acquire existing companies or networks or enter into joint ventures, we may

. miscalculate the value of the acquired company or joint venture,

. divert resources and management time,

. experience difficulties in integrating the acquired business or joint venture with our operations,

. experience relationship issues, such as with customers, employees and suppliers, as a result of changes 1n management,
. incur addstional liabilities or obligations as a result of the acquisition or joint venture, and

. assume additional financial burdens or dilution in connection with the transaction

Additionally, ongoing consolidation 1n our industry may be shrinking the number of attractive acquisttton targets

We depend on the services of key personnel to implement our strategy. If we lose the services of our key personnel or are
unable to attract and retain other qualified management personnel, we may be unable to implement our strategy.

Our business 1s currently managed by a small number of key management and operating personnel We do not have any
employment agreements with, nor do we maintain “key man” life insurance policies on, these or any other employees The loss of
members of our key management and certain other members of our operating personnel could adversely affect our business

Our ability to manage our anticipated growth depends on our ability to identify, hire and retain additional qualified management
personnel While we are able to offer competitive compensation to prospective employees, we may still be unsuccessful in attracting
and retaining personnel which could affect our abihity to grow effectively and adversely affect our business

Since our business is concentrated in specific geographic locations, our business could be hurt by a depressed economy and
natural disasters in these areas.

We provide our services to areas tn Alabama, Florida, Georgia, South Carolina and Tennessee, which are all in the southeastern
United States, as well as California A stagnant or depressed economy 1n the United States and the southeastern United States 1n
particular could affect all of our markets, and adversely affect our business and results of operations

Our success depends on the efficient and uninterrupted operation of our communications services Our network 1s attached to poles
and other structures 1n our service areas, and our ability to provide service depends on the availability of electric power A tornado,
hurricane, flood, mudslide or other natural catastrophe 1n one of these areas could damage our network, interrupt our service and harm
our business 1n the affected area In addition, many of our markets are close together, and a single natural catastrophe could damage
our network in more than one market
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Risks Related to Relationships with Stockholders, Affiliates and Related Parties

A small number of stockholders control a significant portion of our stock and could exercise significant influence over matters
requiring stockholder approval, regardless of the wishes of other stockholders.

As of January 31, 2005, Silver Point Capatal, or Silver Point, our largest stockholder, owned approximately 20% of our outstanding
voting stock Additionally, private equity funds affihated with Whitney & Co , LLC, or Whitney, and The Blackstone Group L P, or
Blackstone, owned approximately 6 7% and 5 1% of our outstanding voting stock, respectively Further, approximately 5 8% of our
outstanding voting stock was owned by Campbell B Lanier, 111, the chairman of our board of directors, and members of Mr Lanier’s
immediate family As a result, these stockholders have significant voting power with respect to the ability to-

. authorize additional shares of capital stock or otherwise amend our certificate of incorporation or bylaws;
. elect our directors, or

. effect a merges, sale of assets or other corporate transaction

The extent of ownership by these stockholders may also discourage a potential acquirer from making an offer to acquire us This
could reduce the value of our stock

Some of our major stockholders own stock in our competitors and may have conflicts of interest.

Some of our major stockholders, including Silver Point, Whitney, Blackstone and Mr Lanier, own or in the future may own
interests in companies that may compete with us When the interest of one of our competitors differs from ours, these stockholders
may support our competitor or take other actions that could adversely affect our interests
Risks Related to Our Common Stock
If we issue more stock in future offerings, the percentage of our stock that our stockholders own will be diluted.

As of January 31, 2005, we had outstanding 23,697,787 shares of common stock We also had outstanding on that date options to
purchase 2,026,285 shares of common stock as well as warrants to purchase 1,090,733 shares of common stock Our authorized
capital stock includes 200,000,000 shares of common stock and 199,000,000 shares of preferred stock, which our board of directors
has the authority to 1ssue without further stockholder action Future stock 1ssuances also will reduce the percentage ownership of our
current stockholders

Our board of directors has the authonity to i1ssue, without stockholder approval, shares of preferred stock with nights and
preferences senior to the rights and preferences of the common stock As a result our board of directors could 1ssue shares of preferred
stock with the right to receive dividends and the assets of the company upon liquidation prior to the holders of the common stock

The value of our stock could be hurt by substantial price fluctuations.

The value of our common stock could be subject to sudden and material increases and decreases The value of our stock could
fluctuate 1n response to

. our quarterly operating results,

. changes 1n our business,

. changes 1n the market’s perception of our bundled services,

*  changes in the businesses or market perceptions of our competitors, and

. changes 1n general market or economic conditions

In addition, the stock market has experienced extreme price and volume fluctuations in recent years that have significantly affected

the value of securities of many companies The changes often appear to occur without regard to specific operating performance The
value of our common stock could increase or decrease based on change of this type These fluctuations could materally reduce the
value of our stock Fluctuations 1n the value of our stock will also affect the value of our outstanding warrants and options, which may
adversely affect shareholders’ equity, net income or both

Forward—looking statements should be read with caution.

This annual report on Form 10~K for the year ended December 31, 2004 contains forward—looking statements within the meaning
of the Private Securities Litigation Reform Act of 1995 including, specifically, the information under the captions
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“Management’s Discussion and Analysis of Financial Condition and Results of Operations™ and “Business,” as well as other places in
this annual report Statements 1n this annual report that are not historical facts are “forward—looking statements ” Such
forward—looking statements include those relating to

. our antictpated capital expenditures,

. our anticipated sources of capital and other funding,

. plans to develop future networks and upgrade factlities,

. the market opportunity presented by markets we have targeted,
»  the current and future markets for our services and products,

. the effects of regulatory changes on our business,

. competitive and technological developments,

. possible acquisitions, alliances or dispositions, and

. projected revenues, liquidity, interest costs and income

2 &6 22 EENTS 29 &

The words “estimate,” “project,” “intend,” “expect,” “believe,” “may,” “could,” “plan” and similar expressions are intended to
identify forward—looking statements Wherever they occur in this annual report or in other statements attributable to us,
forward—looking statements are necessarily estimates reflecting our best judgment These statements relate to future events or our
future financial performance and involve known and unknown risks, uncertainties and other factors that could cause our actual results,
levels of activity, performance or achievements to differ materially from any future results, levels of activity, performance or
achievements expressed or implied by these forward—looking statements The most significant of these risks, uncertainties and other
factors are discussed above We caution you to carefully consider these risks and not to place undue reliance on our forward-looking
statements Except as required by law, we assume no responsibility for updating any forward—looking statements

EMPLOYEES

At December 31, 2004 we had 1,448 full-time employees We consider our relations with our employees to be good, and we
structure our compensation and benefit plans in order to attract and retain high—caliber personnel We will need to recruit additional
employees in order to implement our expansion plan, including general managers for each new city and additional personnel for
installation, sales, customer service and network construction We recruit from several major industries for employees with skills
video, voice and data technologies

ITEM 2. PROPERTIES

Our primary assets consist of voice, video and data distributton plant and equipment, including voice switching equipment, data
recerving equipment, data decoding equipment, data encoding equipment, headend reception facilities, distribution systems and
customer premise equipment

Our plant and related equipment are generally attached to utihity poles under pole rental agreements with public electric utilities,
electric cooperative utilities, municipal electric utilities and telephone companies In certatn locations our plant 1s buried underground
We own or lease real property for signal reception sites Our headend locations are located on owned or leased parcels of land

We own or lease the real property and buildings for our market administrative offices, customer call center, data center, and our
corporate offices

The physical components of our broadband systems require maintenance as well as periodic upgrades to support the new services
and products we may introduce We believe that our properties are generally in good operating condition and are suitable for our
business operations

ITEM 3. LEGAL PROCEEDINGS

In September 2000, the City of Loutsville, Kentucky granted Knology of Louisville, Inc , our subsidiary, a cable television
franchise On November 2, 2000, Insight filed a complaint against the City of Lousville in Kentucky Circuit Court in Jefferson
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County, Kentucky claiming that our franchise was more favorable than Insight’s franchise. Insight’s complaint suspended our
franchise unul there 1s a final, nonappealable order 1n Insight’s Kentucky Circuit Court case In April 2001 the City of Louisville
moved for summary judgment in Kentucky Circuit Court aganst Insight In March 2002, the Kentucky Circwit Court ruled that
Insight’s complaint had no ment and the Kentucky Circuit Court granted the City of Lousville’s motion to dismuss Insight’s
complamt Insight appealed the Kentucky Circuit Court order dismissing their complaint and in June 2003 the Kentucky Court of
Appeals upheld the Kentucky Circuit Court ruling Insight sought discretionary review of the Kentucky Court of Appeals ruling by the
Kentucky Supreme Court and that request is pending

On November 8, 2000, we filed an action in the U S District Court for the Western District of Kentucky against Insight seeking
monetary damages, declaratory and injunctive relief from Insight and the City arising out of Insight’s complaint and the suspension of
our franchise In March 2001, the U S Dustrict Court i1ssued an order granting our motion for preliminary injunctive relief and denying
Insight’s motion to dismiss In June 2003 the U S District Court ruled on the parties’ cross motions for summary judgment, resolving
certain claims and setting others down for trial The U'S District Court granted our motion for summary Judgment based on causation
on certain claims In August 2003, the U S District Court granted Insight’s motion for an immediate tnterlocutory appeal on certain
1ssues, which was accepted in October 2003 by the U S Court of Appeals for the Sixth Circuit

On December 29, 2004, the Sixth Circuit reversed the U S District Court’s decision denying Insight’s Noerr—Pennington
immunity and granting summary judgment to Knology on 1ts First Amendment Section 1983 clatm The Sixth Circnt remanded to the
US Dustrict Court for further proceedings consistent with 1ts Opinion On January 12, 2005, we filed a Petition for Rehearing En
Banc with the Sixth Circuit On March 2, 2005, the Sixth Circuit denied our Petition for Rehearing The parties dispute what remains,
if any, of our case now that the Sixth Circuit has denied our Petition We contend we are entitled to a trial on whether Insight’s State
Court Action was protected by Noerr—Pennington immumty Insight contends the Sixth Circuit’s Opinion requires a dismissal with
prejudice of all of our claims At this time it 1s impossible to determine with certainty the ultimate outcome of the litigation

We are also subject to other litigation 1n the normal course of our business However, in our opinion, there 1s no legal proceeding

pending against us which would have a material adverse effect on our financial position, results of operations or liquidity We are also
a party to regulatory proceedings affecting the segments of the communications industry generally in which we engage in business

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None
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PART 11
ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS
Market Information
Our common stock has been traded on the Nasdaq National Market under the symbol “KNOL” since December 18, 2003 The

following table sets forth the high and low sales prices as reported on the Nasdaq National Market for the period from January 1, 2003
through December 31, 2004

High Low

2004

Fourth Quarter $ 425 $ 263
Third Quarter $ 535 $ 324
Second Quarter $ 899 $ 491
First Quarter $ 1086 $ 613
2003

Fourth Quarter $ 954 $ 899
Third Quarter N/A N/A
Second Quarter N/A N/A
First Quarter N/A N/A
Holders

As of January 31, 2005, there were approximately 2,250 shareholders of record of our common stock (excluding benefictal owners
of shares registered 1n nominee or street name)

Dividends

We have never declared or paid any cash dividends on our common stock and do not anticipate paying cash dividends on our
common stock 1n the foreseeable future It 1s the current policy of our board of directors to retain earnings to finance the expansion of
our operations As we are a holding company, our ability to pay cash dividends depends on our recerving cash dividends, advances
and other payments from our subsidiaries Future declaration and payment of dividends, 1f any, will be determined based on the
then—current conditions, including our earnings, operations, capital requirements, financial condition, and other factors our board of
directors deems relevant In addition, our ability to pay dividends 1s limited by the terms of the indenture governing our outstanding
sentor notes and by the terms of our credit facilities
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ITEM 6. SELECTED FINANCIAL DATA

The selected financial data set forth below should be read in conjunction with the section entitled “Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” our financial statements and the related notes, and other financial data

included elsewhere 1n this Annual Report

Statement of Operations Data:
Operating revenues

Operating expenses

Cost of services

Selling, operations and administrative
Depreciation and amortization

Gain on debt extinguishment

Gain on debt reorganization
Reorgamzation professional fees
Capital markets activity

Asset impairment

Non—cash stock option compensation
Litigation fees

Total operating expenses

Operating (loss) income

Interest (expense), net

Gain on adjustments of warrants to market
Other income (expense), net

Loss before minority interest, income taxes,
extraordinary item, and cumulative effect of a change in
accounting principle

Income from discontinued operations

Income tax (provision) benefit

Cumulative effect of a benefit change 1n accounting
principle

Net loss
Subsidiary preferred stock dividends
Non—cash distribution to preferred stockholders

Net loss attributable to common stockholders

Basic and diluted net loss per share attributable to
common stockholders

Other Financial Data:

Capital expenditures

Capitalized interest

Cash provided by (used in) operating activities
Cash used 1n investing activities

Cash provided by financing activities

Balance Sheet Data:

Cash and cash equivalents

Net working capaital

Property and equipment, net

Total assets

Long—term debt, including accrued interest

Year Ended December 31,
2000 2001 2002 2003 2004
(in
thousands)

$ 82,573 $ 106,189 $ 141,866 $172,938 $211,458
31,010 32,469 41,007 46,525 60,829
58,725 73,322 79,837 93,366 117,588
60,672 78,954 80,533 77,806 74,163

0 (31,875) 0 0 0

0 0 (109,804) 0 0

0 0 3,842 84 0

0 0 0 0 880

0 0 9,946 0 0

0 0 3,266 1,833 3,625

0 0 1,244 907 377

— 150407 __155870 ___ 109871 _220,571 _257.454
(67,834) (48,681) 31,995 (47,633) (45,996)
(34,859) (40,069) (35,871) (28,796) (30,342)

0 0 2,865 929 535

(1,373 (834) 21 (12288 133
(104,066) (87,584) (1,332) (87,788) (75,670)
0 0 0 0 106

3,170 (2,789) 0 0 0

Q Q (1,294) Q 0
(100,896) (90,373) (2,626) (87,788) (75,564)
0 0 0 0 0

0 (36,579) 0 0 0
3 (100,896) $(126952) §  (2,626) $(87,788) §(75.564)
$(3,61868) $(2,62884) $ 52200 $ 17 $ (319
$ 146,706 $ 86,696 $ 44,446 $ 35,533 $ 63,592
2,329 2,430 0 0 0
35,884 (13,251) 10,318 29,512 23,869
(149,986) (89,117) (44,847) (55,121) (63,711)
126,911 119,814 40,368 45,383 4,185

December
31,
2000 2001 2002 2003 2004
(in
thousands)

$ 20,628 $ 38,074 $ 43913 $ 63,335 $ 27,678

(12,918) 617 24,000 42935 3,201
377.421 400,851 357,182 336,060 326,499
489,406 516,540 471,291 463,712 420,193
367,915 370,999 250,916 271,317 286,888



Total liabilities 416,715 423,416 284,899 312,819 333,924
Accumulated deficit (180,490) (307,442) (310,068) (397,853) (473,419)
Total stockholders’ equity 67,965 88,398 184,531 150,893 86,269
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Overview

We are a fully integrated provider of video, voice, data and advanced communications services to residential and business
customers 1n nine markets 1n the southeastern United States We provide a full suite of video, voice and data services in Huntsville and
Montgomery, Alabama, Panama City and a portion of Pinellas County, Flonda, Augusta, Columbus and West Point, Georgia,
Charleston, South Carolina, and Knoxville, Tennessee We provide video services in Cerritos, Califormia Our primary business 1s the
delwvery of bundled communication services over our own network In addition to our bundled package offerings, we sell these
services on an unbundled basis

We have built our business through

. acquisitions of other cable related assets and subsidiaties, networks and franchises,
. upgrades of acquired networks to introduce expanded broadband services including bundled video, voice and data services,
. construction and expansion of our broadband network to offer integrated video, voice and data services, and

»  organic growth of connections through increased penetration of services to new marketable homes and our existing
customer base
To date, we have experienced operating losses as a result of the expansion of our service territories and the construction of our
network We expect to continue to focus on increasing our customer base and expanding our broadband operations Qur ability to
generate profits will depend in large part on our ability to increase revenues to offset the costs of construction and operation of our
business

Highlights of the year ended December 31, 2004 include the following

. Significant operating efficiencies realized from the completion of the implementation of our single bilhing platform for
video, voice and data services, which 1s part of an enterprise management system This system, which was developed to our
specifications, enables us to send a single bill to our customers for video, voice and data services

. Amendments to our credit facilities with Wachovia Bank, National Association and CoBank, ACB The amended credit
facilities defer approximately $24 5 million of principal payments untit 2007 which were previously scheduled during
2004, 2005 and 2006, and modify certain financial covenants In addition, the amendments allowed our Telephone
Operations Group to make a $7 7 million dividend payment to us, as well as future dividend payments equal to the net
income of the Telephone Operations Group These dividends decrease the amount of our cash that 1s restricted for use for
our Telephone Operations Group

. Introduction of voice services to our Pinellas County market In December of 2003 we completed the acquisition, from
Verizon Media, of the cable television system and franchise rights in Pinellas County, Florida We began the enhancement
of the network to enable that market to offer our full bundle, including voice services We added our first voice connections
during the third quarter and expect to complete the enhancements of the network in 2005

The following discussion inctudes details, highlights and insight into our consolidated financial condition and results of operations
including recent business developments, critical accounting policies, estimates used in preparing the financial statements and other
factors that are expected to affect our prospective financial condition The following discussion and analysis should be read in
conjunction with our “Selected Consolidated Financial Data” and our financial statements and related notes elsewhere 1n this annual
report

Critical Accounting Policies

Our consolidated financial statements are prepared 1n accordance with accounting principles generally accepted in the United
States, which require us to make estimates and assumptions We believe that, of our significant accounting policies described in Note
2 to our audited consolidated financial statements included in Item 8 of this annual report, the following may involve a higher degree
of judgment and complexity

Revenue Recognition The Company generates recurring or multi—period operating revenues, as well as nonrecurring revenues We
recognize revenue in accordance with SEC Staff Accounting Bulletin, or SAB, No 104, “Revenue Recognition,” which requires that
the following four basic criteria must be satisfied before revenues can be recognized

. There 1s persuastve evidence that an arrangement exists,

. Delivery has occurred or services rendered,
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. The fee 1s fixed and determinable, and,

. Collectibility 1s reasonably assured

We base our determination of the third and fourth critena above on our judgment regarding the fixed nature of the fee we have
charged for the services rendered and products delivered, and the prospect that those fees will be collected If changes i conditions
should cause us to determine that these critenia likely will not be met for certain future transactions, revenue recognized for any
reporting period could be matenally affected

We generate recurring revenues for our broadband offerings of video, voice and data and other services Revenues generated from
these services primarily consists of a fixed monthly fee for access to cable programming, local phone services and enhanced services
and access to the internet Additional fees are charged for services including pay—per—view movies, events such as boxing matches
and concerts, long distance service and cable modem rental Revenues are recognized as services are provided and advance billings or
cash payments recetved 1n advance of services performed are recorded as deferred revenue

Allowance for Doubtful Accounts We use estimates to determine our allowance for bad debts These estimates are based on
historical collection experience, current trends, credit policy and a percentage of our delinquent customer accounts receivable

Capitalization of labor and overhead costs Our business s capital intensive, and a large portion of the capital we have raised to
date has been spent on activities associated with building, extending, upgrading and enhancing our network As of December 31, 2004
and 2003, the net carrying amount of our property, plant and equipment was approximately $326 5 million, 78% of total assets, and
$336 1 million, 72% of total assets, respectively Total capital expenditures for the years ended December 31, 2004, 2003 and 2002
were approximately $63 6 million, $35 5 million and $44 4 million, respectively

Costs associated with network construction, network enhancements and inttial customer nstallation are capitalized Costs
capitalized as part of the mitial customer installation includes matenials, direct labor, and certain indirect costs These indirect costs are
associated with the activities of personnel who assist in connecting and activating the new service and consist of compensation and
overhead costs associated with these support functions The costs of disconnecting service at a customer’s premise or reconnecting
service to a previously installed premise are charged to operating expense in the period incurred. Costs for repairs and maintenance are
charged to operating expense as incurred, while equipment replacement and significant enhancements, including replacement of cable
drops from the pole to the premise, are capitalized

We make judgments regarding the nstallation and construction activities to be capitalized We capitalize direct labor and certain
indirect costs (“overhead’’) using standards developed from time costs studies and operational data We calculate standards for items
such as the labor rates, overhead rates and the actual amount of time required to perform a capitalizable activity Overhead rates are
established based on an analysis of the nature of costs incurred 1n support of capitalizable activities and a determination of the portion
of costs that 1s directly attributable to capitalizable activities

Judgment 1s required to determine the extent to which overhead 1s incurred as a result of specific capital acuvities, and therefore
should be caprtalized The primary costs that are included 1n the determination of the overhead rate are (1) employee benefits and
payroll taxes assoctated with capitalized direct labor, (11) direct variable costs associated with capitalizable activities, consisting
primarily of installation costs, (111) the cost of support personnel that directly assist with capitalizable installation activities, and
(1v) indirect costs directly attributable to capitalizable activities

While we believe our existing capitalization polictes are reasonable, a stgnificant change 1n the nature or extent of our system
activities could affect management’s judgment about the extent to which we should capitalize direct labor or overhead n the future
We monitor the appropnateness of our capitalization policies, and perform updates to our internal studies on an ongoing basis to
determine whether facts or circumstances warrant a change to our capitalization policies

Valuation of Long—Lived and Intangible Assets and Goodwill We assess the impairment of 1dentifiable long—lived assets and
related goodwill whenever events or changes m circumstances indicate that the carrying value may not be recoverable 1n accordance
with Statement of Financial Accounting Standards, or SFAS No 121, and beginning January 1, 2002 SFAS No 144 Factors we
consider important and that could trigger an impairment review include the following

. Significant underperformance of our assets relative to expected historical or projected future operating results,
. Significant changes in the manner 1in which we use our assets or significant changes 1n our overall business strategy, and,

. Significant negative industry economic trends
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In July 2001, the FASB issued SFAS No 144, “Impairment or Disposal of Long—Lived Assets,” which 1s effective for fiscal years
beginning after December 15,2001 The provisions of this statement provide a single accounting model for impairment of long—lived
assets We recognized an asset impairment of approximately $9 9 million during the year ended December 31, 2002 1n accordance
with SFAS No 144

We adopted SFAS No 142 on January 1, 2002 and have performed a goodwill impairment test annually 1n accordance with SFAS
No 142 Based on the results of the goodwill impairment test, we recorded an impairment loss of $1 3 mullion n the first quarter of
2002 as a cumulative effect of change 1n accounting principle There have been no other impairments to our recorded goodwill

Significant and Subjective Estimates The following discussion and analysis of our results of operations and financial condition 1s
based upon our consolidated financial statements, which have been prepared 1n accordance with accounting principles generally
accepted 1n the United States The preparation of these financial statements requires us to make estimates that affect the reported
amounts of assets, liabilities, revenues and expenses, and related disclosure of contingent assets and contingent habilities In many
cases, the accounting treatment of a particular transaction 1s specifically dictated by accounting principles generally accepted in the
United States, with no need for us to judge the application We base our judgments on historical experience and on various other
assumptions that we believe are reasonable under the circumstances, the results of which form the basis for making estimates about
the carrying values of assets and habulities that are not readily apparent from other sources Actual results may differ from these
estimates under different assumptions or conditions See our consolidated financial statements and related notes thereto included
elsewhere n this annual report, which contain accounting policies and other disclosures required by accounting principles generally
accepted 1n the United States.

Homes Passed and Connections

We report homes passed as the number of residential and business units, such as single residence homes, apartments and
condominium units, passed by our broadband network and listed in our database Marketable homes passed are homes passed other
than those we beheve are covered by exclusive arrangements with other providers of competing services Because we dehver multiple
services to our customers, we report the total number of connections for video, voice and data rather than the total number of
customers We count each video, voice or data purchase as a separate connection For example, a single customer who purchases cable
television, locai telephone and Internet access services would count as three connections We do not record the purchase of digital
video services by an analog video customer as an additional connection As we continue to sell bundled services, we expect more of
our video customers to purchase voice, data and other enhanced services 1n addition to video services Accordingly, we expect that our
number of voice and data connections will grow faster than our video connections and will represent a higher percentage of our total
connections 1n the future

Revenues

Our operating revenues are primarily dernived from monthly charges for video, voice and Internet data services and other services to
residential and business customers We provide these services over our network Our products and services involve different types of
charges and in some cases a different method of accounting for or recording revenues Below 1s a description of our significant
sources of revenue

. Video revenues Our video revenues consist of fixed monthly fees for expanded basic, premium and digital cable television
services, as well as fees from pay—per—view movies, fees for video—on—demand and events such as boxing matches and
concerts that involve a charge for each viewing Video revenues accounted for approximately 42 8%, 41 6% and 46 2% of
our consohdated revenues for the years ended December 31, 2002, 2003 and 2004, respectively Video revenues as a
percentage of our total revenues increased significantly in 2004 as a result of the acquisition of video—only connections n
Cernitos, Cahiformia and video and data connections in Pinellas County, FL In providing video services, we currently
compete with BeliSouth, Bright House Networks, Charter, Comcast, Mediacom and Time Warner We also compete with
satellite television providers such as DirecTV and Echostar Our other competitors include broadcast television stations and
other satellite television companies We expect in the future to face additional competition from telephone companies
providing video services within their service areas

. Voice revenues Our voice revenues consist primarily of fixed monthly fees for local service and enhanced services, such as
call waiting, voice mail and measured and flat rate long—distance service Voice revenues accounted for approximately
41 4%, 40 5% and 34 3% of our consolidated revenues for the years ended December 31, 2002, 2003 and 2004,
respectively In providing local and long—distance telephone services, we compete with the incumbent local phone
company and various long—distance providers 1n each of our markets BellSouth and Verizon are the incumbent local phone
compantes in our markets They offer both local and long—distance services in our markets and are particularly strong
competitors We also compete with providers of long—distance telephone services, such as AT&T, MCI and Sprint We also
expect to compete 1n the near future with voice—over—IP providers
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Data revenues and other revenues Our data revenues consist primarily of fixed monthly fees for data service and rental of
cable modems Other revenues result principally from broadband carrier services These combined revenues accounted for
approximately 15 8%, 17 9% and 19 5% of our consohdated revenues for the years ended December 31, 2002, 2003 and
2004, respectively Providing data services 1s a rapidly growing business and competition 1s increasing in each of our
markets Some of our competitors have competitive advantages such as greater experience, resources, marketing
capabilities and stronger name recogmition In providing data services, we compete with traditional dial—up Internet service
providers, incumbent local exchange carriers that provide dial-up and DSL services, providers of satellite—based Internet
access services, cable television companies, and providers of wireless high—speed data services

We experienced a loss of video connections in 2004 While we expect to have positive growth 1n video connections 1n 2005, we
believe that the histonical rate of growth will decline as the video segment matures 1n our current markets While the number of new
video connections may grow at a declining rate, the company believes there 1s an opportunity to increase revenue and gross profits
with the introduction of new products, price increases and new technology New voice and data connections are expected to increase
with sales and marketing efforts directed at selling customers a bundle of services, penetrating untapped market segments and offering
new services

Costs and Expenses

Our operating expenses include cost of services, selling, operations and administrative expenses and depreciation and amortization

Costs of services includes

Video cost of services Video cost of services consists primarily of monthly fees to the National Cable Television
Cooperative and other programming providers Programming costs are our largest single cost and we expect this trend to
continue Programming costs as a percentage of video revenue were approximately 48 1%, 46 1% and 49 6% for the years
ended December 31, 2002, 2003 and 2004, respectively We have entered into contracts with various entities to provide
programming to be aired on our network We pay a monthly fee for these programming services, generally based on the
average number of subscribers to the program, although some fees are adjusted based on the total number of subscribers to
the system and/or the system penetration percentage Since programming cost 1s partially based on numbers of subscribers,
it will increase as we add more subscribers It will also increase as costs per channel increase over ime We paid
approximately $47 0 million 1n programming fees under programming contracts during 2004

Voice cost of services Voice cost of services consists primarily of transport cost and network access fees The voice cost of
services as a percentage of voice revenues was approximately 17 3%, 16 2% and 14 7% for the years ended December 31,
2002, 2003 and 2004, respectively

Data and other costs of services Data and other costs of services consist primarily of transport cost and network access
fees The data and other costs of services as a percentage of data and other revenue were 7 4%, 6 5% and 4 2% for the years
ended December 31, 2002, 2003 and 2004, respectively

Relative to our current product mix, we expect voice and data revenue will become larger percentages of our overall revenue, and
potentially will provide higher gross profits Based on the anticipated changes 1n our revenue mix, we expect that our consolidated
cost of services as a percentage of our consolidated revenues will decrease

Selling, operations and administrative expenses include

Sales and marketing expenses Sales and marketing expenses include the cost of sales and marketing personnel and
advertising and promotional expenses

Nerwork operations and maintenance expenses Network operations and maintenance expenses include payroll and
departmental costs incurred for network design, 24/7 maintenance monitoring and plant maintenance activity

Service and installation expenses Service and installation expenses include payroll and departmental cost incurred for
customer 1nstallation and service technicians

Customer service expenses Customer service expenses include payroll and departmental costs incurred for customer
service representatives and customer service management, primartly at our centralized call center

General and admnistrative expenses General and administrative expenses consist of corporate and subsidiary management
and administrative costs
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Depreciation and amortization expenses include depreciation of our interactive broadband networks and equipment and
amortization of costs 1n excess of net assets and other intangible assets related to acquisitions For periods beginning after January 1,
2002, we no longer amortize goodwill related to acquisitions 1n accordance with SFAS 142

As our sales and marketing efforts continue and our networks expand, we expect to add customer connections resulting in
increased revenue We also expect our cost of services and operating expenses to increase as we add connections and grow our
business

Results of Operations
The following table sets forth financial data as a percentage of operating revenues for the years ended December 31, 2002, 2003

and 2004

Year Ended
December 31,

2002  _2003  _2004

Operating revenues

Video 43% 42% 46%
Voice 41 40 34
Data 16 18 20
Total 100 100 100
Operating expenses

Cost of services 29 27 29
Selling, operating and administrative 56 54 56
Depreciation and amortization 57 45 35
Gain on reorganization an 0 0
Reorganization professional fees 2 0 0
Non—cash stock option compensation 2 1 2
Asset impairment 7 0 0
Litigation fees 1 1 0
Total 77 128 122
Operating (loss) income 23 (28) (22)
Other income and (expense) (24) 23) (14)
Loss before income taxes, discontinued operations, and cumulative effect of change 1n

accounting principle 0)) (&1} (36)
Income tax benefit (provision) 0 0 0
Discontinued Operations 0 0 0
Cumulative effect of change 1n accounting principle 1) 0 0
Net loss ) sn (36)

Quarterly Comparison

The following table presents certan unaudited consohdated statements of operations and other operating data for our eight most
recent quarters The information for each of these quarters 1s unaudited and has been prepared on the same basis as our audited
consolidated financial statements appearing elsewhere in this annual report In the opinion of our management, all necessary
adjustments, consisting only of normal recurring adjustments, have been included to present fairly the unaudited quarterly results
when read in conjunction with our consolidated financial statements and related notes included elsewhere 1n this annual report We
believe that results of operations for interim periods should not be relied upon as any indication of the results to be expected or
achieved in any future periods or any year as a whole The information presented includes 391,798 homes passed, 287,094 marketable

homes passes, 49,717 video connections and 8,705 data connections acquired as part of the Verizon Media acquisition in the quarter
ended December 31, 2003

Quarters ended
Mar 31, June 30, Sept 30, Dec 31, Mar 31, June 30, Sept 30, Dec 31,

2003 2003 2003 2003 2004 2004 2004 2004
(in thousands, except operating data)
Revenues $ 40,687 $ 42,869 $ 43,733 $ 45649 § 53,794 $ 52,735 § 52,065 $ 52,864

Cost of services 11,565 11,258 11.868 11,835 15,784 15,104 15,103 14,838




Gross profit 29,122 31,611 31,865 33,814 38,010 37,631 36,962 38,026
Loss before discontinued

operation (20,469)  (19,450)  (31,251)  (16,618)  (18,366)  (18,674)  (20,082)  (18,548)
Net loss (20,469)  (19,450)  (31,251)  (16,618)  (18,366)  (18,664)  (20,039)  (18,495)
Homes passed 527,511 534,084 540,401 935,640 943,459 950,337 957,731 963,177

36




Table of Contents

Quarters ended
Mar 31, June 30, Sept 30, Dec. 31, Mar 31, June 30, Sept 30, Dec 31,
2003 2003 2003 2003 2004 2004 2004 2004

(1n thousands, except operating data)
Marketable homes passed 439,025 443,159 446,251 737,145 742,717 746,782 751,821 756,694

Video connections (1) 132,385 132,163 133,267 183,783 178,550 174,957 175,907 177,323
Video penetration (2) 302% 29.8% 29 9% 24 9% 24 0% 23 4% 23 4% 23 4%
Digital video connections 33,546 33,037 33,297 57,716 54,332 51,831 53,920 56,838
Digtal penetration of

video connections 253% 25 0% 25 0% 31 4% 304% 29 6% 30 7% 32 1%
Voice connections

on—net 3) 113,899 115,268 118,038 118,872 121,012 121,819 125,337 128,757
On—net voice penetration

# 20 6% 20 8% 214% 16 1% 163% 16 3% 16 7% 17 0%
Data connections 55,000 58,031 62,276 73,482 75,220 77,174 82,152 86,366
Data penetration (2) 12 5% 131% 14 0% 10 0% 10 1% 10 3% 10 9% 11 4%
Total connections 306,552 310,794 319,031 381,815 380,684 379,990 389,374 398,433
Average monthly revenue

per connection § 4524 § 4623 § 4643 $ 4600 $ 4696 $ 4695 § 4586 § 4542

(1)  Video connections include customers who receive analog or digital video services
(2)  Penetration 1s measured as a percentage of marketable homes passed
(3)  On-—net connections are connections provided over our network as opposed to telephone limes leased from third parttes

(4)  On—net voice penetration 1s measured as a percentage of marketable homes passed and excludes off—net connections, as well
as connections and marketable homes related to our incumbent local exchange carrier subsidiaries
Year Ended December 31, 2004 Compared to Year Ended December 31, 2003

Revenues Operating revenues increased 22 3% from $172 9 mullion for the year ended December 31, 2003, to $211.5 million for
the year ended December 31, 2004 Operating revenues from video services increased 35 8% from $71 9 million for the year ended
December 31, 2003, to $97 6 million for the same period in 2004 Operating revenues from voice services increased 3 3% from $70 1
million for the year ended December 31, 2003, to $72 4 million for the same period 1n 2004 Operating revenues from data and other
services mncreased 33 9% from $30 9 million for the year ended December 31, 2003, to $41 4 mullion for the same period 1n 2004

The increased revenues from video, voice and data and other services are due primarily to an increase in the number of
connections, from 381,815 as of December 31, 2003, which included 58,422 connections acquired from Verizon Media in December
of 2003, to 398,433 as of December 31, 2004 For the year ended December 2003, the connections acquired from Verizon Media
generated less than $300,000 in revenues Rate increases accounted for approximately 3% of the increased revenues for the twelve
months ended December 31, 2004, and the increase in the number of connections accounted for approximately 97% of the increased
revenue for the same period The additional connections resulted primarily from

. New service offerings specifically marketed to increase sales and connections penetration

. Sales of voice and data services, which accounted for the positive growth in our connections added from December 3 1,
2003 through December 31, 2004 We gained these connections by offering competitive plans that focus on bundling
services to customers

. The acquisition of certain cable system assets in Cerritos, Califorma and Pinellas County, Florida from Veizon Media

We experienced a loss of video connections in 2004 as we transttioned our acquired Pinellas County customers to new plans and
rates We expect to add new video connections 1n the future, but as our video segment matures 1n our current markets, we expect to
grow at a decreasing rate compared to our historical experience While the number of new video connections may grow at a declining
rate, we believe that the opportunity to increase revenue and video gross profits 1s available through price increases and the
mtroduction of new products and new technology New voice and data connections are expected to increase with sales and marketing
efforts directed at selling customers a bundle of services, penetrating untapped market segments and offering new services Relative to
our current product mix, we expect voice and data revenue will become larger percentages of our overall revenue, and potentially will
provide higher gross profits Based on the anticipated changes in our revenue mix, we expect that our consolidated cost of services as
a percentage of consolidated revenues will decrease

Cost of Services Cost of services increased 30 7% from $46 5 million for the year ended December 31, 2003, to $60 8 mullion for
the year ended December 31, 2004 Cost of services for video services increased 46 2% from $33 1 mullion for the year ended
December 31, 2003, to $48 4 mutlion for the same period in 2004 Cost of services for voice services decreased 6 5% from $11 4
million for the year ended December 31, 2003, to $10 6 million for the same period in 2004 Cost of services for data and other




services decreased 12 8% from $2 0 million for the year ended Decembeér 31, 2003, to $1 8 million for the same period in 2004 The
decrease 1n voice and data cost of services 1s primarily due to efficiency gans 1n our network architecture We expect our cost of
services to increase as we add more connections Programmung costs, which are one of our largest single expense items, have been
increasing over the last several years on an aggregate basis due to an increase in subscribers, as a result of internal growth and the
Vertzon Media acquisition noted above, and on a per subscriber basis due to an increase 1n costs per program channel We expect this
trend to continue We may not be able to pass these higher costs on to customers because of competitive factors, which could
adversely affect our cash flow and gross profit
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Gross Profit Gross profit increased 19 2% from $126 4 million for the year ended December 31, 2003, to $150 6 million for the
year ended December 31, 2004 Gross profit for video services increased 26 9% from $38 7 million for the year ended December 31,
2003, to $49 2 mullion for the same pertod 1n 2004 Gross profit for voice services increased 5 2% from $58 7 million for the year
ended December 31, 2003, to $61 8 million for the same period 1n 2004 Gross profit for data and other services increased 37 1% from
$28 9 mullion for the year ended December 31, 2003, to $39 7 million for the same period 1in 2004 The increase 1n gross profit 1s
primarily a result of the changes 1n revenues and cost of services as described above

Operating Expenses Our operating expenses, excluding depreciation and amortization, increased 25 9% from $93 4 milhion for the
year ended December 31, 2003, to $117 6 for the year ended December 31, 2004 The increase in our operating expenses 1s conststent
with the growth 1n revenues and 1s a result of the expansion of our operations and an increase 1n the number of employees associated
with such expansion and growth Duning 2004 we incurred certain incremental expenses associated with the unusual storm and
hurricane activity Selling, operations and administrative expenses will continue to increase as we continue to grow our business

Our depreciation and amortization decreased from $77 8 million for the year ended December 31, 2003, to $74 2 mulhion for the
year ended December 31, 2004 The decrease 1n depreciation and amortization resulted from a combination of lower spending for
additions 1n property, plant, equipment and intangible assets in 2004, and a portion of our long—hved assets becoming fully
depreciated We expect depreciation and amortization expense to continue to decrease as our overall capital expenditures decrease and
existing long—lived assets become fully depreciated

Our capital market activities were $84,000 for the year ended December 31, 2003, compared to $880,000 for the year ended
December 31, 2004 The increase 1s primarily a result fees and expenses for our proposed debt offering which was withdrawn during
the first quarter of 2004

Our non—cash stock option compensation expense mncreased from $1 9 million for the year ended December 31, 2003 to
$3 6 militon for the year ended December 31, 2004 The increase in the non—cash stock optton compensation expense was primarily
due to a re—pricing of certain stock options during the second quarter of 2004

Our hitigation fees decreased from $907,000 for the year ended December 31, 2003, to $377,000 for the year ended December 31,
2004 The decrease in litigation fees 1s pnmarly due to less activity related to the Insight htigation

Other Income and Expense, Including Interest Income and Interest Expense Our total other expense decreased from $40 2 million
for the year ended December 31, 2003, to $29 7 million for the year ended December 31, 2004 Interest income was $379,000 for the
year ended December 31, 2003, compared to $720,000 for the same period in 2004 The increase in interest income primarily reflects
a higher average cash and cash equivalent balance for the year ended December 31, 2004 Interest expense increased from
$29 2 mullion for the year ended December 31, 2003, to $31 1 million for the year ended December 31, 2004 The increase 1n interest
expense for 2004 resulted from a higher average debt balance outstanding due to in—kind interest payments associated with our senior
notes

In the fourth quarter of 2003, we adjusted the carrying value of the outstanding warrants to purchase our common stock to market
value based on the published market per share value of our common stock The published market per share value of our common stock
on December 31, 2003 was $9 03 resulting 1n a $929,000 gain on the adjustment of warrants to market value During 2004, we
adjusted the carrying value of the outstanding warrants to purchase our common stock to market value based on the published market
per share value of our common stock The published market per share value of our common stock on December 31, 2004 was $3 90
resulting 1 a $535,000 gain on the adjustment of warrants to market value Other expenses, net decreased from $12 3 mullion for the
year ended December 31, 2003 to $134,000 for the year ended December 31, 2004 We recorded a loss on our investment in Grande
Communications, Inc of $12 4 million for the year ended December 31, 2003 after we determined that the adverse conditions at
Grande were other than temporary

Income Tax Provision We recorded no income tax benefit for the years ended December 31, 2003 and 2004, respectively, as our
net operating losses are fully offset by a valuation allowance

Loss Before Discontinued Operations We incurred a loss before discontinued operations of $87 8 mullion for the year ended
December 31, 2003, compared to a loss before discontinued operations of $75 7 million for the year ended December 31, 2004

Net income from discontinued operations Effective April 30, 2004, following the gurdance of SFAS No 144 “Accounting for the
Impairment or Disposal of Long—Lived Assets,” we deemed the Cerritos, Calfornia cable system to be a long—lived asset to be
disposed of based on our actions taken to sell the property The amount recorded represents the income from our Cemnitos operations

Net Loss Attributable to Common Stockholders We incurred a net loss attributable to common stockholders of $87 8 mullion and

$75 6 mullion for the years ended December 31, 2003 and 2004, respectively We expect net losses to continue as our business
matures
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Year Ended December 31, 2003 Compared to Year Ended December 31, 2002

Revenues Operating revenues increased 21 9% from $141 9 million for the year ended December 31, 2002, to $172 9 million for
the year ended December 31, 2003 Operating revenues from video services increased 18 3% from $60 8 mullion for the year ended
December 31, 2002, to $71 9 million for the same period 1n 2003 Operating revenues from voice services increased 19.4% from $58.7
million for the year ended December 31, 2002, to $70 1 million for the same pertod in 2003 Operating revenues from data and other
services increased 38 3% from $22 4 million for the year ended December 31, 2002, to $30 9 mullion for the same period 1n 2003

The increased revenues from video, voice and data and other services are due primartly to an increase tn the number of
connections, from 293,149 as of December 31, 2002, to 381,815 as of December 31, 2003 Rate increases accounted for
approximately 23% of the increased revenues for the twelve months ended December 31, 2003, and the increase i the number of
connections accounted for approximately 77% of the increased revenue for the same period The additional connections resulted
primarily from

. New service offerings specifically marketed to increase sales and penetration

. Sales of voice and data services, which accounted for approximately 85% of the additional connections added from
December 31, 2002 through December 31, 2003 We gained these connections by offering competitive plans that focus on
bundling services to customers

. The continued construction of the broadband network n the Knoxville market

. The acquisition of certain cable system assets in Cerritos, Califorma from Venzon Media, with revenue included in the
month ended December 31, 2003 (We also acquired the Pinellas County, FL assets prior to year end, but no revenue was
included in the operating results for the year ended December 31, 2003)

Cost of Services Cost of services increased 13 5% from $41 0 million for the year ended December 31, 2002, to $46 5 mullion for
the year ended December 31, 2003 Cost of services for video services increased 13 5% from $29 2 mullion for the year ended
December 31, 2002, to $33 1 million for the same period 1n 2003 Cost of services for voice services increased 12 1% from $10 1
mullion for the year ended December 31, 2002, to $11 4 million for the same period 1n 2003 Cost of services for data and other
services increased 21 2% from $1 7 million for the year ended December 31, 2002, to $2 0 million for the same period in 2003

Gross Profit. Gross profit increased 25 3% from $100 9 muillion for the year ended December 31, 2002, to $126 4 mullion for the
year ended December 31, 2003 Gross profit for video services increased 22 8% from $31 6 million for the year ended December 31,
2002, to $38.7 million for the same pertod 1n 2003 Gross profit for voice services increased 20 9% from $48 6 mullion for the year
ended December 31, 2002, to $58 7 million for the same period 1n 2003 Gross profit for data and other services increased 39 7% from
$20 7 mutlion for the year ended December 31, 2002, to $28 9 million for the same period 1n 2003

Operating Expenses Our operating expenses, excluding depreciation and amortization, increased 16 9% from $79 8 mullion for the
year ended December 31, 2002, to $93 4 for the year ended December 31, 2003

Our depreciation and amortization decreased from $80 4 nullion for the year ended December 31, 2002, to $77 8 milhion for the
year ended December 31, 2003 The decrease in depreciation and amortization 1s due to lower spending for additions 1n property,
plant, equipment and intangible assets 1n 2003 compared to 2002

We recognized a gain of $109 8 million with the completion of our financial restructuring and generated related professional fees
of $3 8 million for the year ended December 31, 2002

We recognized $9 9 million 1n asset impairment for the year ended December 31, 2002 in accordance with SFAS No 144

We recorded a non—cash stock option compensation expense of $3 3 million for the year ended December 31, 2002 and
$1 9 million for the year ended December 31, 2003

Our litigation fees decreased from $1 2 million for the year ended December 31, 2002, to $907,000 for the year ended
December 31, 2004 The decrease 1n litigation fees 1s primanily due to less activity related to the Insight litigation

Other Income and Expense, Including Interest Income and Interest Expense Our total other expense increased from $33 3 million
for the year ended December 31, 2002, to $40 2 mullion for the year ended December 31, 2003 Interest income was $395,000 for the
year ended December 31, 2002, compared to $379,000 for the same period in 2003 The decrease n interest income primarily retlects
a lower average cash balance for the year ended December 31, 2003 Interest expense decreased from $36 3 milhion for the year ended
December 31, 2002, to $29 2 milhion for the year ended December 31, 2003 The interest expense 1s principally the in—kind
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interest on our 12% sentor notes due 2009 The interest expense 1n 2003 1s significantly lower than in prior years as a result of our
financial restructuring Although the interest rate payable on the our senior notes 1s comparable to the rate payable on the canceled
Broadband notes, the aggregate amount of notes outstanding 1s substantially lower

In the fourth quarter of 2003, we adjusted the carrying value of the outstanding warrants to purchase our common stock to market
value based on the published market per share value of our common stock The published market per share value of our common stock
on December 31, 2003 was $9 03 resulting in a $929,000 gain on the adjustment of warrants to market value Other expenses, net
increased from $321,000 for the year ended December 31, 2002 to $12 3 million for the year ended December 31, 2003 We recorded
a loss on our investment in Grande Communications, Inc of $12 4 mullion for the year ended December 31, 2003 atter we determined
that the adverse conditions at Grande were other than temporary

Income Tax Provision We recorded no income tax benefit for the years ended December 31, 2002 and 2003, respectively, as our
net operating losses are fully offset by a valuation allowance

Loss Before Cumulative Effect of Change in Accounting Principle We incurred a loss before cumulative effect of change n
accounting principle of $1 3 mullion for the year ended December 31, 2002, compared to a loss before extraordinary item and
cumulative effect of change in accounting principle of $87 8 million for the year ended December 31, 2003

Cumulative Effect of Change in Accounting Principle We adopted SFAS No 142 on January 1, 2002 We have performed a
goodwill impairment test in accordance with SFAS 142 and based on the results of this test we recorded an impairment loss of
$1 3 million for the year ended December 31, 2002

Net Loss Attributable to Common Stockholders We incurred a net loss attributable to common stockholders of $2 6 million and
$87 8 million for the years ended December 31, 2002 and 2003, respectively We expect net losses to continue as our business
matures

Liquidity and Capital Resources
Overview

We may need to 1ssue equity or debt and/or sell assets to raise additional cash to fund the future operations of our business and
meet our debt service obhigations We currently expect to spend approximately $33 2 mullion during 2005 to expand and upgrade our
networks 1n the markets where we currently provide service, including our network 1n Pinellas County, Florida Under the terms of the
indenture for our existing 12% senior notes due 2009, capital expenditures to complete the buildout of our network 1n Pinellas County,
Flonda must be funded by cash flow from operations tn that market or from additional equity financings or proceeds from the sale of
our Cernitos diviston Through 2004, the Pinellas operation was funded by the proceeds from our imtial public offering In
March 2005, we entered into a definitive asset purchase agreement to sell our cable assets located in Cerritos, Califorma to
WaveDivision Holdings, LLC for $10 0 million 1n cash, subject to customary closing adjustments We expect the sale of the Cerritos
system to close n the third quarter of 2005, subject to the satisfaction of closing conditions, including receipt of regulatory approvals
with respect to the municipal franchise in Cerntos, Califorma However, there can be no assurance that we will complete the sale of
the Cerritos cable system or we may not complete the sale in a tmely manner In the event the purchaser does not receive necessary
regulatory or other approvals or the other conditions to closing are not satisfied, the sale will not be completed If the Cerritos sale or
an equity offering 1s not completed, we expect the cash available to fund the Pinellas operation under our indenture to be exhausted
before the end of the third quarter 2005 If we are unable to sell the Cerritos assets in a timely manner, or on acceptable terms, or an
equity offering 1s not completed, we may not be able to complete our buildout in Pinellas County and grow our Pinellas County
operations n accordance with our business plan, which may have any adverse impact on our financial condition

Operating, Investing and Financing activities

As of December 31, 2004, we had net working capital of $3 2 mithion, compared to net working capital of $42 9 million as of
December 31, 2003 The decrease in working capital from December 31, 2003 to December 31, 2004 1s primanly due to the use of the
cash proceeds from our imitial pubhc offering to enhance the network and fund operations 1n the Pinellas County market

Net cash provided by operating activities from continuing operations totaled $10 3 million, $29 5 mullion and $22 4 million for the
years ended December 31, 2002, 2003 and 2004, respectively, and operating activities from discontinued operations used $0 1 nullion
for the year ended December 31, 2004 The net cash flow activity related to operations consists primarily of changes in operating
assets and liabilities and adjustments to net income for non—cash transactions including

*  depreciation and amortization,

. non—cash stock option compensation,

40




Table of Contents
¢ asset impairment,
. htigation fees,
. write off of investments;
. accretion of discounted debt;
. non—cash bond interest expense,
. provision for bad debt,
. gain on reorganization,
. loss (gain) on disposition of assets,
. cumulative effect of change in accounting principle, and
. gamn on adjustment of warrants to market,

Net cash used for mvesting activities was $44 8 million, $95 5 million and $36 3 million for the years ended December 31, 2002,
2003 and 2004, respectively Our investing activities for the year ended December 31, 2002, consisted of $44 4 million of capital
expenditures and $1 4 million of orgamzational and franchise expenditures partially offset by $1 0 million of proceeds from the sale of
property Investing activities in 2003 consisted of $35 5 million of capital expenditures, $50 0 million for the purchase of short term
investments, $0 4 million 1n orgamzational and franchise expenditures, $18 8 milhion for the acquisition of Venzon Media, an
additional investment of $1 1 million Grande partially offset by $10 0 million from the sale of short term investments and $0 4 million
of proceeds from the sale of property Investing activities in 2004 consisted of $63 6 million of capital expenditures, $210 1 million
for the purchase of short term investments, $0 3 million 1n organmizational and franchise expenditures, partially offset by $237 4 milhon
from the sale of short term investments and $0 2 mullton of proceeds from the sale of property

We recerved net cash flow from financing activities of $39 4 million and $43 9 mullion for the years ended December 31, 2002 and
2003, respectively, and used $0 4 million 1n financing activities for the year ended December 31, 2004 Financing activities in 2002
consisted primarily of $39 0 milhion of proceeds from an equity private placement offering of our Series C preferred stock and
$5 S million of proceeds from our long—term debt facility partially offset by $1 0 million of cash pledged as security and $4 | million
n expenditures related to the prepackaged plan of reorganization In 2003 financing activities consisted primarily of $48 8 million of
net proceeds from our mitial public offering of common stock partially offset by $3 4 million 1n principal payments on debt and
$1 5 mullion of cash pledged as security In 2004 financing activities consisted primarily of $7 3 mullion of net proceeds from the
fulfillment of the over allotment option of our imitial public offering of common stock partially offset by $2 7 million 1n principal
payments on debt, $0 4 million of expenditures related to 1ssuance of debt and $4 6 million of cash pledged as security

Verizon Media Acquisition and Related Planned Expenditures

In December 2003, we completed our acquisitions of the cable system and franchise nghts in Cerritos, California, and Pinellas
County, Florida, for which we paid Verizon Media approximately $17 0 mullion in cash, which we funded with the proceeds of our
mutial public offering of common stock In connection with the completion of the Verizon Media acquisition, we 1ssued to a prior
prospective purchaser and certain of its employees warrants to purchase one million shares of our common stock with an exercise
price of $9 00 per share as compensation for the release of an agreement with Venizon Media granting exclusive rights to negotiate
with respect to the purchase of the Verizon Media businesses

We currently expect to spend approxtmately $7 5 million in capital expenditures during 2005 to complete the enhancement of the
network assets in Pinellas County, Florida Under the terms of the indenture for our existing 12% senior notes due 2009, substantially
all of our capital expenditures 1n the Verizon Media markets will have to be funded with the net cash proceeds from 1ssuances of our
capital stock or the sale of our Cerritos division and cash flow provided by the Pinellas operations

Capital Expenditures
We spent approximately $63 6 nullion n capital expenditures during 2004, of which approximately $36 8 million related to

network construction and enhancement and the remainder related to the purchase of customer premise equipment, such as cable

set—top boxes and cable modems, network equipment, including switching and transport equipment, and billing and information
systems
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We expect to spend approximately $33 2 million in capital expenditures during 2005 We believe 1f we complete the sale of our
Cermitos, Cahifornia operations we will have sufficient cash on hand and cash from internally generated cash flow to cover our planned
operating expenses and capital expenditures during 2005 If the Cerritos sale or an equity offering is not completed, however, we
expect the cash available to fund the Pinellas operation under our indenture to be exhausted before the end of the third quarter 2005
There can be no assurance that we will successfully complete a timely sale of our Cerritos cable assets If we are unable to sell the
Cerritos assets in a timely manner, or on acceptable terms, the financial condition of the company may be adversely affected

We do not intend to expand into other markets until the required funding 1s available We estimate the cost of constructing our
network and funding initial customer premise equipment in new markets to be approximately $750 to $1,000 per home passed The
actual costs of each new market may vary significantly from this range and will depend on the number of miles of network to be
constructed, the geographic and demographic characteristics of the city, population density, costs associated with the cable franchise
1n each city, the number of customers 1n each city, the mix of services purchased, the cost of customer premise equipment we pay for
or finance, utihty requirements and other factors

Contractual Oblhigations

The followng table sets forth, as of December 31, 2004, our long—term debt, capital leases and operating lease obligations for
2005, the following five years and thereafter The long—term debt obligations are our cash debt service obligations, including both
principal and interest The capital lease obligations are our future rental payments under one lease with a 10—year term and network
fiber leasing aggreements Operating lease obligations are the future mimimum rental payments required under the operating leases
that have initial or remaining noncancelable lease terms n excess of one year as of December 31, 2004

Payment due by period
January 1, January 1, January 1,
2005 2006 2008

through through through After
December December December December 31,

Contractual obligations Total 31,2005 31, 2007 31, 2009 2009

(1n thousands)

Long—term debt obligations $284456 § (VN 16,465 § 267,991 % 0
Interest 151,184 31,507 62,605 56,612 460
Caputal lease obligation 2,257 179 543 653 882
Operating lease obligations 14,804 3,076 4,229 2,304 5,195
Programming contracts(1) 151,779 50,296 101,483 0 0
Pole attachment obligations(2) 12,098 2,971 6,020 3,107 0
Total $616,578 § 88,029 % 191345 § 330,667 § 6,537

M The Company has entered nto contracts with various entities to provide programming to be aired by the Company The Company
pays a monthly fee for the programming services, generally based on the number of average video subscribers to the program,
although some fees are adjusted based on the total number of video subscribers to the system and/or the system penetration
percentage The amounts presented are based on the estimated number of connections we will have 1n future periods through the
completion of the current contracts

) Federal law requires utilities, defined to include all local telephone companies and electric utilities except those owned by
municipahties and co—operatives, to provide cable operators and telecommunications carriers with nondiscriminatory access to poles,
ducts, conduit and nghts—of-way at just and reasonable rates Utilities may charge telecommuntcations carmers a different rate for
pole attachments than they charge cable operators providing solely cable service The amounts presented are based on the estimated
number of poles we will attach to in future periods through the completion of the current contracts

As discussed above, we currently expect to spend $33 2 mullion 1n capital expenditures 1n 2005, including capital expenditures
related to the Pmnellas County, Florida market We expect to fund these contractual obhigations, programming costs and expected
capital expenditures using a portion of the $18 7 million of cash and cash equivalents and short term investments on hand as of
December 31, 2004, with the remainder funded by cash flow generated by operations In particular, we believe we can satisfy all of
our anticipated funding requirements, including capital expenditures, through 2005 using a combination of cash flow from operations,
our cash on hand and proceeds from the sale of our Cerntos, California operations In order to satisfy funding requirements, including
capital expenditures, beyond 2005, we may need to raise additional capital through equity offerings, asset sales or debt financing

Recent Accounting Pronouncements

In December 2004, the FASB 1ssued SFAS No 123 (revised 2004), “Share—Based Payment” (“SFAS No 123R”), which replaces
SFAS No 123, “Accounting for Stock—Based Compensation” (“SFAS No 123”) and supercedes APB Opinion No 25, “Accounting
for Stock Issued to Employees ” SFAS No 123R requires all share-based payments to employees, including grants of employee stock



options, to be recognized 1n the financial statements based on their fair values, beginning with the first interim or annual penod after
June 15, 2005, with early adoption encouraged In addition, SFAS No 123R will cause unrecognized expense related to options
vesting after the date of imitial adoption to be recognized as a chargeé to résults of operations over the remaining vesting period In
December 2002, we elected to adopt the recognition provisions of SFAS No 123 which 1s considered the preferable
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accounting method for stock—based employee compensation. Wé al$6 elécted to report the change in accounting principle using the
prospectrve method 1n accordance with SFAS No 148 Under the prospective method, the recognition of compensation costs 1s
applied to all employee awards granted, modified or settled after the beginning of the fiscal year in which the recognrtion provisions
are first applied Because we adopted the fair value recognition provisions of SFAS No 123 on January 1, 2003, we do not expect this
revised standard to have a material impact on our financial statements

At the March 2004 Emerging Issues Task Force (“EITF”) meeting, the Task Force reached a consensus on the Issue No 03—1, The
Meaning of Other—Than—Temporary Impairment and 1ts Application to Certain Investments Issue 03—1 defines the terms
other—than—temporary and other—than—temporary impairment and establishes a three—step impairment model apphcable to debt and
equity securities that are within the scope of SFAS 115 At the November 2003 EITF meeting, the Task Force reached a consensus
effective for fiscal years ending after December 15, 2003 on quantitative disclosures Except for disclosure requirements already n
place, the Issue 03—1 consensus will be effective prospectively for all relevant current and future investments in reporting periods
beginning after June 15, 2004 We adopted EITF Issue No 03—1 disclosure requirements for the fiscal year ended December 31, 2003
and do not expect the adoption of future requirements of EITF Issue No 03—1 to have matenial impact on our results of operations or
financial position

In May 2003, the FASB issued SFAS No 150, “Accounting for Certain Financial Instruments with Characteristics of both
Liabilities and Equity” which estabhishes standards for how an 1ssuer classifies and measures certain financial instruments with
characteristics of both liabilities and equity It requires that an issuer classify a financial instrument that 1s within its scope as a hability
or an asset in some circumstances SFAS No 150 1s effective for the first interim period beginning after June 15, 2003 We adopted
SFAS No 150 effective July 1, 2003, which resulted 1n no material impact our financial position or results of operations

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to market risk from changes n interest rates We manage our exposure to this market risk through our regular
operating and financing acttvities Dertvative instruments are not currently used and, 1f used, are employed as risk management tools
and not for trading purposes

We have no derivative financial instruments outstanding to hedge interest rate risk Our only borrowings subject to market
conditions are our borrowings under our credit facilities which are based on either a prime or federal funds rate plus applicable margin
or LIBOR plus applicable margin Any changes in these rates would affect the rate at which we could borrow funds under our credit
facilities A hypothetical 10% increase 1n tnterest rates on our variable rate bank debt for a duration of one year would increase interest
expense by an immatenal amount

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Item 8 15 incorporated by reference to pages F—1 through F-21
ITEM 9. CHANGES AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL

DISCLOSURE

None

ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures The Company’s management, with the participation of the Chief Executive
Officer and Chief Financial Officer, have evaluated the effectiveness of the Company’s disclosure controls and procedures (as defined
in Rules 13a—15(e) and 15d—15(e) under the Securities Exchange Act of 1934, as amended) as of December 31, 2004 Based on that
evaluation, the Chief Executive Officer and Chief Financial Officer have concluded that, as of December 31, 2004, the Company’s
disclosure controls and procedures are effective

Changes wn Internal Control over Financial Reporting There have been no changes in our internal control over financial reporting
that occurred during the quarter ended December 31, 2004 that have matenially affected, or are reasonably likely to matenially affect,
our internal control over financial reporting
ITEM 9B. OTHER INFORMATION

None
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PART 111
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

A portion of the information required by this Item 10 will be contatned in the sections entitled “Information About Our Executive
Officers, Directors and Nominees,” “Meetings and Commuttees of the Board” and “Section 16(a) Beneficial Ownership Reporting
Comphiance” of our definitive proxy statement for our 2005 Annual Meeting of Stockholders to be filed with the SEC, and such
information 1s incorporated 1n this Annual Report on Form 10-K by this reference

We have adopted a code of ethics that applies to our employees, officers and directors, including our chief executive officer, chief
financial officer, principal accounting officer and controller This code of ethics 1s posted on our website located at
www knology com The code of ethics may be found as follows From our main web page, first click on “About Us” at the bottom of
the page and then on “Investor Relations ” Next, click on “Corporate Governance  Finally, click on “Standards of Conduct ” We
intend to satisfy the disclosure requirement under Item 10 of Form 8—K regarding an amendment to, or waiver from, a provision of
this code of ethics by posting such information on our website, at the address and location specified above

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item 11 will be contained n the section entitled “Executive Compensation” and “Meetings and
Commuttees of the Board” of our definitive proxy statement for our 2005 Annual Meeting of Stockholders to be filed with the SEC,
and such information 1s mcorporated in this Annual Report on Form 10—K by this reference

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

A portion of the information required by this Item 12 will be contained in the section entitled “Principal Stockholders” of our
defimtive proxy statement for its 2005 Annual Meeting of Stockholders to be filed with the SEC, and such information 1s incorporated
in this Annual Report on Form 10-K by this reference

Securities Authorized for Issuance Under Equity Compensation Plans

The following table gives information about the common stock that may be 1ssued upon the exercise of options, warrants and rights
under all of our existing equity compensation plans as of December 31, 2004

(c)
Number of
(a) Securities
Remaining
Number of Available for
Future Issuance
Securities to (b) Under
Equity
be Issued Upon Weighted—Average Compensation
Exercise Price

Exercise of of Plans
Outstanding Outstanding (Excluding
Options, Options, Securities
Warrants and Warrants and Reflected in
Plan Category Rights Rights C
Equity Compensation Plans Approved by Stockholders 1,784,855(1) $ 796 1,215,145(3)

241,4302) $ 1622 0
Equity Compensation Plans Not Approved by Stockholders 0 0 0
Total 2,026,285 $ 894 1,215,145

(1)  Optons to purchase common stock pursuant to the Knology, Inc Amended and Restated 2002 Long—Term Incentive Plan
(2)  Options to purchase common stock pursuant to the Knology, Inc Spin—Off Plan

3) Shares reserved for 1ssuance under the Amended and Restated 2002 Long—Term Incentive Plan are available for 1ssuance
pursuant to the exercise of options or other rights to acquire common stock, or may be granted as awards of restricted stock,



performance shares or unrestricted stock
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Sales of Unregistered Securities

During the year ended December 31, 2004, we had no sales of unregistered secunties

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information required by this Item 13 will be contained in the section entitled “Certain Relationships and Related Transactions”
of our definitive proxy statement for 1ts 2005 Annual Meeting of Stockholders to be filed with the SEC, and such information 1s
incorporated 1n this Annual Report on Form 10—K by this reference
ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this Item 14 will be contained n the section entitled “Independent Registered Public Accounting
Firm” of our definitive proxy statement for 1its 2005 Annual Meeting of Stockholders to be filed with the SEC, and such information 1s

incorporated in this Annual Report on Form 10—K by this reference
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON FORM 8-K

(a)(1) The following Consolidated Financial Statements of the Company and independent auditor’s report are included in Item 8 of
this Form 10-K

Independent Auditors’ Report

Report of Independent Public Accountants

Consolidated Balance Sheets as of December 31, 2003 and 2004

Consolidated Statements of Operations for the Years Ended December 31, 2002, 2003 and 2004

Consolidated Statements of Cash Flows for the Years Ended December 31, 2002, 2003 and 2004

Consolidated Statements of Stockholders’ (Deficit) Equity for the Years Ended December 31, 2002, 2003 and 2004

Notes to Consohdated Financial Statements

All other schedules for which provision 1s made 1n the applicable accounting regulations of the Securities and Exchange
Commission either have been included 1n the Consolidated Financial Statements of the Company or the notes thereto, are not required
under the related instructions or are applicable, and therefore have been omitted

(a)(3) The following exhibits are either provided with this Form 10—K or are incorporated herein by reference

Exhibit N

21 Asset Purchase Agreement, dated as of July 15, 2003, by and between Verizon Media Ventures Inc and

Knology New Media, Inc (Incorporated herein by reference to Exhibit 2 2 to Knology, Inc ’s Registration
Statement on Form S—2 (File No 333-109366))

22 Side Letter Agreement, dated as of July 15, 2003, by and between Verizon Media Ventures Inc and Knology
New Media, Inc (Incorporated herein by reference to Exhibit 2 3 to Knology, Inc ’s Registration Statement on
Form S—2 (File No 333-109366))

23 Agreement, dated as of July 15, 2003, between GLA New Ventures, LLC and Knology, Inc (Incorporated
herein by reference to Exhibit 2 4 to Knology, Inc ’s Registration Statement on Form S-2 (File
No 333-109366))

31 Amended and Restated Certificate of Incorporation of Knology, Inc (Incorporated herein by reference to
Exhibit 3 1 to Knology, Inc ’s Quarterly Report Form 10—Q for the period ended June 30, 2004 (File No
000—-32647))

32 Bylaws of Knology, Inc (Incorporated herein by reference to Exhibit 3 2 to Knology Inc Registration
Statement on Form S—1 (File No 333-89179))

41 Indenture, dated as of November 6, 2002, by and between Knology Inc and Wilmington Trust Company, as
Trustee, relating to the 12% Sentor Notes Due 2009 of Knology, Inc (Incorporated herein by reference to
Exhibit 4 1 to Knology, Inc ’s Annual Report on Form 10—K for the year ended December 31, 2002 (File
No 000-32647))

42 Form of Senior Note (contained in Exhibit 4 1)
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Exhibit N
1011

1012

1013

102

103

104

105

106

107

10 8

109

10 10

Exhibit Descripti
Stockholders Agreement dated February 7, 2000 among Knology, Inc , Certain holders of the Series A preferred

stock, the holders of Series B Preferred stock, certain management holders and certain additional stockholders
(Incorporated herein by reference to Exhibit 10 84 to Knology, Inc ’s Post-Effective Amendment No 2 to Form
S—1 (File No 333-89179))

Amendment No 1 to Stockholders Agreement, dated as of February 7, 2000, by and among Knology, Inc and the
other signatories thereto, dated as of January 12, 2001, by and among Knology, Inc and the other signatories
thereto (Incorporated herein by reference to Exhibit 10 2 to Knology, Inc °s Current Report on Form 8—K filed
January 26, 2001 (File No 000-32647))

Amendment No 2 to Stockholders Agreement, dated as of February 7, 2000, by and among Knology, Inc and the
other signatores thereto, as amended as of January 12, 2001, dated as of October 18, 2002, by and among
Knology, Inc and the other signatories thereto (Incorporated herein by reference to Exhibit 10 1 3 to Knology,
Inc ’s Annual Report on Formt 10—K for the year ended December 31, 2002 (File No 000~-32647))

Lease, dated June 1, 2003 by and between D L Jordan, L L P Fanuly Partnership and Knology, Inc (Incorporated
heremn by reference from Exhibit 10 62 to Knology, Inc ’s Annual Report on Form 10—K for the year ended
December 31, 2003 (File No 000-32647))

Pole Attachment Agreement dated January 1, 1998 by and between Gulf Power Company and Beach Cable, Inc
(Incorporated herein by reference to Exhibit 10 7 to Knology Broadband, Inc ’s Registration Statement on Form
S—4 (File No 333-43339)).

Telecommunications Facility Lease and Capacity Agreement, dated September 10, 1996, by and between Troup
EMC Communications, Inc and Cybernet Holding, Inc (Incorporated herein by reference to Exhibit 10 16 to
Knology Broadband, Inc ’s Registration Statement on Form S—4 (File No 333-43339))

Master Pole Attachment agreement dated January 12, 1998 by and between South Carolina Electric and Gas and
Knology Holdings, Inc d/b/a/ Knology of Charleston (Incorporated herein by reference to Exhibit 10 17 to
Knology Broadband, Inc ’s Registration Statement on Form S—4 (File No 333-43339))

Lease Agreement, dated December 5, 1997 by and between The Hilton Company and Knology of Panama City,
Inc (Incorporated herein by reference to Exhibit 10 25 to Knology Broadband, Inc ’s Registration Statement on
Form S—4 (File No 333-43339))

Certificate of Membership with National Cable Television Cooperative, dated January 29, 1996, of Cybernet
Holding, Inc (Incorporated herein by reference to Exhibit 10 34 to Knology Broadband, Inc ’s Registration
Statement on Form S—4 (File No 333—-43339))

Ordinance No 99-16 effective March 16, 1999 between Columbus consolidated Government and Knology of
Columbus Inc (Incorporated herein by reference to Exhibit 10 18 to Knology Broadband, Inc ’s Annual Report on
Form 10-K for the year ended December 31, 1998 (File No 333-43339))

Ordinance No 16-90 (Montgomery, Alabama) dated March 6, 1990 (Incorporated herein by reference to Exhibit
10 44 to Knology Broadband, Inc 's Registration Statement on Form S—4 (File No 333-43339))

Ordinance No 50-76 (Montgomery, Alabama) (Incorporated herein by reference to Exhibit 10 45 to Knology
Broadband, Inc ’s Registration Statement on Form S—4 (File No 333-43339))
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Exhibit N
1011

10 12

1013

10 14

10 15

10 16

10 17

1018

10 19

10 20

1021*

10 22*

10 23*

Exhibit Description
Ordinance No 9-90 (Montgomery, Alabama) dated January 16, 1990 (Incorporated herein by reference to Exhibit
10 45 1 to Knology Broadband, Inc s Registration Statement on Form S—4 (File No 333-43339))

Resolution No 58-95 (Montgomery, Alabama) dated April 6, 1995 (Incorporated herein by reference to Exhibit
10 46 to Knology Broadband, Inc ’s Registration Statement on Form S—4 (File No 333-43339))

Resolution No 97-22 (Panama City Beach, Florida) dated December 3, 1997 (Incorporated herein by reference to
Exhibit 10 49 to Knology Broadband, Inc ’s Registration Statement on Form S—4 (File No 333-43339))

Ordinance No 5999 (Augusta, Georgia) dated January 20, 1998 (Incorporated herein by reference to Exhibit 10 53
to Knology Broadband, Inc ’s Annual Report on Form 10-K for the year ended December 31, 1997 (File No
333-43339))

Ordmance No 1723 (Panama City, Flotida) dated Maich 10, 1998 (Incorporated herein by 1efetence to Exhibit
10 54 to Knology Broadband, Inc ’s Annual Report on Form 10-K for the year ended December 31, 1997 (File No
333-43339))

Franchise Agreement (Charleston County, South Carolina) dated December 15, 1998 (Incorporated heren by
reference to Exhibit 10 31 to Knology Broadband, Inc ’s Annual Report on Form 10-K for the year ended
December 31, 1998 (File No 333—43339))

Ordinance No 1998-47 (North Charleston, South Carolina) dated May 28, 1998 (Incorporated herein by reference
to Exhibit 10 32 to Knology Broadband, Inc ’s Annual Report on Form 10—K for the year ended December 31,
1998 (File No 333-43339))

Ordinance No 1998—77 (Charleston, South Carohina) dated April 28, 1998 (Incorporated herein by reference to
Exhibit 10 33 to Knology Broadband, Inc s Annual Report on Form 10—K for the year ended December 31, 1998
(File No 333-43339))

Ordinance No 98-5 (Columbia County, Georgia) dated August 18, 1998 (Incorporated heremn by reference to
Exhibit 10 34 to Knology Broadband Inc ’s Annual Report on Form 10K for the year ended December 31, 1998
(File No 333-43339))

Network Access Agreement dated July 1, 1998 between SCANA Communtcations, Inc , f/k/a MPX Systems, Inc
and Knology Holdings, Inc (Incorporated herein by reference to Exhibit 10 36 to Knology Broadband, Inc °s
Annual Report on Form 10-K for the year ended December 31, 1998 (File No 333-43339))

Master Agreement for Internet Access Services dated January 2, 2002, by and between ITCADeltaCom, Inc and
Knology, Inc (Incorporated heren by reference to Exhibit 10 21 to Knology, Inc ’s Annual Report on Form 10-K
for the year ended December 31, 2001 (File No 000-32647))

Collocation Agreement for Multiple Sites dated on or about June 1998 between Interstate FiberNet, Inc and
Knology Holdings, Inc (Incorporated herein by reference to Exhibit 10 38 to Knology Broadband, Inc ’s Annual
Report on Form 10-K for the year ended December 31, 1998 (File No 333-43339))

Lease Agreement dated October 12, 1998 between Southern Company Services, Inc and Knology Holdings, Inc
(Incorporated herein by reference to Exhibit 10 39 to Knology Broadband, Inc ’s Annual Report on Form 10-K for
the year ended December 31, 1998 (File No 333-43339))
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Exhibit N
10 24

10 25

10 26

10 27

1028

10 29

10 30*

10 31*

10321

10322

10323

10324

10325

Facilities Transfer Agreement dated February 11, 1998 between South Carolina Electnc and Gas Company and
Knology Holdings, Inc , d/b/a Knology of Charleston (Incorporated herein by reference to Exhibit 10.40 to
Knology Broadband, Inc ’s Annual Report on Form 10-K for the year ended December 31, 1998 (File No
333-43339))

License Agreement dated March 3, 1998 between BellSouth Telecommunications, Inc and Knology Holdings, Inc
(Incorporated herein by reference to Exhibit 10 41 to Knology Broadband, Inc s Annual Report on Form 10—K for
the year ended December 31, 1998 (File No 333-43339))

Pole Attachment Agreement dated February 18, 1998 between Knology Holdings, Inc and Georgia Power
Company (Incorporated herein by reference to Exhibit 10 44 to Knology Broadband, Inc s Annual Report on
Form 10~K for the year ended December 31, 1998 (File No 333-43339))

Assignment Agreement dated March 4, 1998 between Gulf Power Company and Knology of Panama City, Inc.
(Incorporated herein by reference to Exhibit 10 46 to Knology Broadband, Inc ’s Annual Report on Form 10-K for
the year ended December 31, 1998 (File No. 333—-43339))

Registration Rights Agreement, dated November 6, 2002, by and between Knology, Inc and SCANA
Communications Holdings, Inc (Incorporated herein by reference to Exhibit 10 53 to Knology, Inc ’s Annual
Report on Form 10—K for the year ended December 31, 2002 (File No 000-32647))

Carrter Services Agreement dated July 16, 2001, between Business Telecom, Inc and Knology, Inc (Incorporated
herem by reference to Exhibit 10 2 to Knology, Inc ’s Quarterly Report on Form 10—Q for the quarter ended
September 30, 2001 (File No 000—32647))

Reseller Services Agreement dated September 9, 1998 between Business Telecom, Inc and Knology Holdings,
Inc (Incorporated herein by reference to Exhibit 10 51 to Knology Broadband, Inc ’s Annual Report on
Form 10-K for the year ended December 31, 1998 (File No 333-43339))

Private Line Services Agreement dated September 10, 1998 between BTI Communications Corporation and
Knology Holdings, Inc (Incorporated herein by reference to Exhibit 10 52 to Knology Broadband, Inc ’s Annual
Report on Form 10K for the year ended December 31, 1998 (File No 333—43339))

Amended and Restated Credit Agreement, between certain subsidiaries of Knology Broadband, Inc and Wachovia
Bank, National Association, dated October 22, 2002 (Incorporated herein by reference to Exhibit 1032 | to
Knology, Inc ’s Annual Report on Form 10—K for the year ended December 31, 2002 (File No 000—32647))

Note Payable to Wachovia, dated October 22, 2002 (Incorporated herein by reference to Exhibit 10 32 2 to
Knology, Inc ’s Annual Report on Form 10-K for the year ended December 31, 2002 (File No 000-32647))

Reaffirmation Agreement, dated October 22, 2002 (Incorporated herein by reference to Exhibit 10 32 3 to
Knology, Inc ’s Annual Report on Form 10—K for the year ended December 31, 2002 (File No 000—-32647))

Collateral Agreement, dated October 22, 2002 (Incorporated herein by reference to Exhibt 10 32 4 to Knology,
Inc ’s Annual Report on Form 10-K for the year ended December 31, 2002 (File No 000-32647))

First Amendment, dated as of September 10, 2004, by and among Knology Broadband, Inc , certain subsidiaries of
Knology Broadband, Inc 1dentified on the signature pages thereto, the Lenders referred to 1n the Amended and
Restated Credit Agreement, dated as of October 22, 2002 and effective as of November 6, 2002, and Wachovia
Bank, National Association, as admnistrative agent for the Lenders (Incorporated herein by reference
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Exhibit N

1034

10 35

10 36

10 37**

1038

10 39

10 40

1041

10 42

10 43*

10 44*

10 45*

10 46*

Exhibit Descrinti
to Exhubit 10 1 to Knology, Inc ’s Current Report on Form 8—K filed on September 15, 2004 (File
No 000-32647))

Right of First Refusal and Option Agreement, Dated November 19, 1999 by and between Knology of Columbus,
Inc and ITC Service Company, Inc (Incorporated herein by reference to Exhibit 10 60 to Knology, Inc ’s
Registration Statement on Form S—1 (File No 333-89179))

Services Agreement dated November 2, 1999 between Knology, Inc and ITC Service Company, Inc (Incorporated
herein by reference to Exhibit 10 61 to Knology, Inc ’s Registration Statement on Form S—1 (File No
333-89179))

Support Agreement, dated November 2, 1999 between Interstate Telephone Company, Inc and ITC Service
Company, Inc (Incorporated herein by reference to Exhibit 10 62 to Knology, Inc ’s Registration Statement on
Form S—1 (File No 333—-89179))

Knology, Inc Amended and Restated 2002 Long Term Incentive Plan (Incorporated by reference to Exhibit B to
Knology, Inc ’s Proxy Statement for the 2004 Annual Meeting of Shareholders (File No 000—32647))

Warrant Agreement, dated as of December 3, 1999, between Knology, Inc and United States Trust Company of
New York (including form of Warrant Certificate) (Incorporated herein by reference to Exhibit 10 65 to Knology,
Inc ’s Registration Statement on Form S—1 (File No 333-89179))

Warrant Registration Rights Agreement, dated as of December 3, 1999, between Knology, Inc and United States
Trust Company of New York (Incorporated herein by reference to Exhibit 10 66 to Knology, Inc ’s Registration
Statement on Form S—1 (File No 333-89179))

Knology, Inc Spin—Off Plan (Incorporated herein by reference to Exhibit 10 71 to Knology, Inc ’s Registration
Statement on Form S—1 (File No 333-89179))

Residual Note from Knology, Inc to ITC Holding Company, Inc (Incorporated herein by reference to Exhibit
10 74 to Knology, Inc ’s Registration Statement on Form S—1 (File No 333-89179))

Joint Ownership Agreement dated as of December 8, 1998, among ITC Service Company, Powertel, Inc ,
ITCADeltaCom Communications, Inc and Knology Holdings, Inc (Incorporated herein by reference to Exhibit
10 48 to Knology, Inc ’s Annual Report on Form 10-K for the year ended December 31, 1999 (File No
000—-32647))

On/Line Operating and License Agreement dated March 18, 1998 between Knology Holdings, Inc and CableData,
Inc (Incorporated herein by reference to Exhibit 10 49 to Knology, Inc ’s Annual Report on Form 10—K for the
year ended December 31, 1999 (File No 000-32647))

Dedicated Capacity Agreement between DeltaCom and Knology Holdings, Inc dated August 22, 1997
(Incorporated herein by reference to Exhibit 10 50 to Knology, Inc ’s Annual Report on Form 10-K for the year
ended December 31, 1999 (File No 000-32647))

Agreement for Telecommunications Services dated April 28, 1999 between ITCADeltaCom Communications, Inc
and Knology Holdings, Inc (Incorporated herein by reference to Exhibit 10 51 to Knology, Inc ’s Annual Report
on Form 10K for the year ended December 31, 1999 (File No 000-32647))

Amendment to Master Capacity Lease dated November 1, 1999 between Interstate Fibernet, Inc and Knology
Holdings, Inc (Incorporated herein by reference to Exhibit 10 52 to Knology, Inc ’s Annual Report on Form 10—
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Exhibit N

10 47

10 48

10 49

10.50*

10511

10513

10514

10515

10516

10517

10518

Exhibit Descripti
K for the year ended December 31, 1999 (File No. 000-32647))

Duct Sharing Agreement dated July 27, 1999 between Knology Holdings, Inc and [nterstate Fiber Network
(Incorporated herein by reference to Exhibit 10 53 to Knology, Inc ’s Annual Report on Form 10—K for the year
ended December 31, 1999 (File No 000—-32647))

Assumption of Lease Agreement dated November 9, 1999 between Knology Holdings, Inc ITC Holding
Company, Inc and J Smith Lanier II (Incorporated herein by reference to Exhibit 10 54 to Knology, Inc ’s Annual
Report on Form 10—K for the year ended December 31, 1999 (File No 000—-32647))

Assumption of Lease Agreement dated November 9, 1999 among Knology Holdings, Inc ITC Holding Company,
Inc and Midtown Realty, Inc (Incorporated herein by reference to Exhibit 10 55 to Knology, Inc ’s Annual Report
on Form 10—K for the year ended December 31, 1999 (File No 000—32647))

Contract for Centrex Switching Services dated January 4, 1999 between Interstate Telephone Company and
InterCall, Inc. (Incorporated herein by reference to Exhibit 10 56 to Knology, Inc s Annual Report on Form 10-K
for the year ended December 31, 1999 (File No 000-32647))

Master Loan Agreement, dated as of June 29, 2001, by and between CoBank, ACB and Globe
Telecommunications, Inc , Interstate Telephone Company and Valley Telephone Co , Inc (Incorporated herein by
reference to Exhibit 10 1 to Knology, Inc ’s Quarterly Report on Form 10—Q for the quarter ended September 30,
2001 (File No 000—32647))

First Supplement to the Master Loan Agreement, dated as of June 29, 2001, by and between CoBank, ACB and -
Globe Telecommunications, Inc , Interstate Telephone Company and Valley Telephone Co , Inc (Incorporated
herein by reference to Exhibit 10 1 1 to Knology, Inc ’s Quarterly Report on Form 10—Q for the quarter ended
September 30, 2001 (File No 000—-32647))

Promissory Note, dated June 29, 2001, made by Globe Telecommunications, Inc , Interstate Telephone Company
and Valley Telephone Co, Inc 1n favor of CoBank, ACB (Incorporated herein by reference to Exhibit 10 1 2 to
Knology, Inc ’s Quarterly Report on Form 10—Q for the quarter ended September 30, 2001 (File No 000-32647))

Stock Pledge Agreement, dated as of June 29, 2001, by and between Globe Telecommunications, Inc and CoBank,
ACB (Incorporated herein by reference to Exhibit 10 1 3 to Knology, Inc ’s Quarterly Report on Form 10—Q for
the quarter ended September 30, 2001 (File No 000~-32647))

Secunity Agreement, dated as of June 29, 2001, made by Globe Telecommunications, Inc , Interstate Telephone
Company and Valley Telephone Co , Inc 1n favor of CoBank, ACB (Incorporated herein by reference to Exhibit
10 1 4 to Knology, Inc ’s Quarterly Report on Form 10—Q for the quarter ended September 30, 2001 (File No
000-32647))

Security Agreement, dated as of June 29, 2001, made by ITC Globe, Inc 1n favor of CoBank, ACB (Incorporated
herein by reference to Exhibit 10 1 5 to Knology, Inc ’s Quarterly Report on Form 10—Q for the quarter ended
September 30, 2001 (File No 000-32647))

Continuing Guaranty, dated as of June 29, 2001 by ITC Globe, inc for the benefit of CoBank, ACB (Incorporated
herein by reference to Exhibit 10 1 6 to Knology, Inc ’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 2001 (File No 000-32647))

Stock Pledge Agreement, dated as of June 29, 2001, by and between Knology, Inc and CoBank, ACB
(Incorporated herein by reference to Exhibit 10 1 7 to Knology, Inc ’s Quarterly Report on Form 10—Q for the
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Exhibit N

10519

1051 10

105111

1051 12

105113

1051 14

105115

1051 16

105117

10521

10522

Exhibit Descripti
quarter ended September 30, 2001 (File No. 000-32647))

Letter from CoBank to Globe Telecommunications, Inc , Interstate Telephone Co. and Valley regarding Consent,
Warver and Amendments to Master Loan Agreement, dated June 6, 2002 (Incorporated herein by reference to
Exhibit 10 52 9 to Knology, Inc ’s Annual Report on Form 10-K for the year ended December 31, 2002 (File No
000—32647))

Letter from CoBank to Globe Telecommunications, Inc , Interstate Telephone Co and Valley regarding
Amendments to Master Loan Agreement, dated July 3, 2002 (Incorporated herein by reference to Exhibit 10 52 9
to Knology, Inc ’s Annual Report on Form 10—K for the year ended December 31, 2002 (File No 000-32647))

Amended and Restated First Supplement to Master Loan Agreement, dated June 6, 2002 (Incorporated herein by
reference to Exhitbit 10 52 11 to Knology, Inc ’s Annual Report on Form 10—K for the year ended December 31,
2002 (File No 000-32647))

Continuing Guaranty by Knology of Knoxville, Inc , dated November 6, 2002 (Incorporated herein by reference to
Exhibit 10 52 12 to Knology, Inc ’s Annual Report on Form 10—K for the year ended December 31, 2002 (File No
000—-32647))

Secunity Agreement by Knology of Knoxville, Inc , dated November 6, 2002 (Incorporated herein by reference to
Exhibit 10 52 13 to Knology, Inc ’s Annual Report on Form 10-K for the year ended December 31, 2002 (File No
000-32647))

Continuing Guaranty by Knology, Inc , dated November 6, 2002 (Incorporated herein by reference to Exhibit
10 52 14 to Knology, Inc ’s Annual Report on Form 10-K for the year ended December 31, 2002 (File No
000-32647))

First Amendment, dated as of September 10, 2004, by and among Knology Broadband, Inc , certain subsidiaries of
Knology Broadband, Inc 1dentitied on the signature pages thereto, the Lenders referred to in the Amended and
Restated Credit Agreement, dated as of October 22, 2002 and effective as of November 6, 2002, and Wachovia
Bank, National Association, as administrative agent for the Lenders (Incorporated herein by reference to

Exhibit 10 1 to Knology, Inc ’s Current Report on Form 8—K filed on September 15, 2004 (File No 000-32647))

First Amendment to Master Loan Agreement and Amended and Restated First Supplement, dated as of
September 10, 2004, by and among CoBank, ACB and Globe Telecommunications, Inc , Interstate Telephone
Company and Valley Telephone LLC (Incorporated herein by reference to Exhibit 10 2 to Knology, Inc ’s Current
Report on Form 8K filed on September 15, 2004 (File No 000-32647))

Continuing Guaranty made as of September 10, 2004, by Knology Broadband, Inc for the benefit of the CoBank,
ACB (Incorporated heremn by reference to Exhibit 10 3 to Knology, Inc ’s Current Report on Form 8—K filed on
September 15, 2004 (File No 000—-32647))

$6,700,000 Purchase Money Financing Line of Credit Promissory Note, dated December 1, 2003, made by
Knology Broadband of California, Inc 1n favor of Campbell B Lanier, 111, as also executed by Knology, Inc with
respect to the potential 1ssuance of the stock of Knology, Inc upon conversion of the note (Incorporated herein by
reference to Exhibit 10 53 1 to Knology, Inc ’s Registration Statement on Form S—2 (File No 333—-109366))

Purchase—Money Security Agreement, dated December 1, 2003, made by Knology Broadband of California, Inc
in favor of Campbell B Lanier, III (Incorporated herein by reference to Exhibit 10 53 2 to Knology, Inc ’s
Registration Statement on Form S-2 (File No 333-109366))
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Exhibit D I
Cancellation of $5,000,000 Promissory Note and Secunty Agreement, dated December 1, 2003, by and among

Knology New Media, Inc , SCANA Communications Holdings, Inc and Campbell B Lanuer, III (Incorporated
herein by reference to Exhibit 10 53.3 to Knology, Inc ’s Registration Statement on Form S-2 (File
No 333-109366))

Sublease Agreement, dated as of December 30, 2003, by and between Venzon Media Ventures, Inc and Knology
Broadband of Florida, Inc (Incorporated herein by reference from Exhibit 10 53 to Knology, Inc ’s Annual Report
on Form 10K for the year ended December 31, 2003 (File No 000-32647))

Lease, dated Apnil 10, 2003, by and between CalWest Industrial Properties, LLC and Verizon Media Ventures Inc,
as assigned to Knology Broadband of Califorma, Inc on December 1, 2003 (Incorporated herein by reference from
Exhibit 10 54 to Knology, Inc ’s Annual Report on Form 10—K for the year ended December 31, 2003 (File

No 000-32647))

City of Cerritos Resolution No 2003-24, dated October 23, 2003, Approving the Transfer of the Cable Television
Franchise from Venizon Media Ventures Inc to Knology Broadband of Calhifornia, Inc (Incorporated herein by
reference from Exhibit 10 55 to Knology, Inc ’s Annual Report on Form 10—K for the year ended December 31,
2003 (File No 000-32647))

Transfer Agreement, dated January 7, 2004, by and between Pinellas County, Florida, Venzon Media Ventures
Inc , Knology Broadband of Florida, Inc and Knology New Media, Inc (Incorporated herein by reference from
Exhibit 10 56 to Knology, Inc ’s Annual Report on Form 10-K for the year ended December 31, 2003 (File No
000-32647))

City of St Petersburg Ordinance No 643—G, dated November 20, 2003, Approving an Extension of the Knology
Broadband of Florida, Inc Cable Television Franchise from September 9, 2006 to September 9, 2009
(Incorporated herein by reference from Exhibit 10 57 to Knology, Inc ’s Annual Report on Form 10-K for the year
ended December 31, 2003 (File No 000-32647))

Transfer Agreement, dated December 16, 2003, by and between the City of Clearwater and Verizon Media
Ventures Inc , Knology, Inc , Knology Broadband of Florida, Inc and Knology New Media, Inc (Incorporated
herein by reference from Exhibit 10 58 to Knology, Inc *s Annual Report on Form 10-K for the year ended
December 31, 2003 (File No 000-32647))

MCI Internet Dedicated OC12 Burstable Agreement, dated June 11, 2003, by and between Knology, Inc and MCI
WORLDCOM Communications, Inc (Incorporated herein by reference from Exhibit 10 59 to Knology, Inc ’s
Annual Report on Form 10-K for the year ended December 31, 2003 (File No 000-32647))

Consent to Assignment and Assumption, dated December 17, 2003, among Verizon Media Ventures Inc , Progress
Energy Flonda, Inc and Knology Broadband of Flonida, Inc (Incorporated herein by reference from Exhibit 10 60
to Knology, Inc ’s Annual Report on Form 10-K for the year ended December 31, 2003 (File No 000-32647))
Lease, dated March 5, 2004, by and between Ted Alford and Knology, Inc (Incorporated herein by reference from
Exhibit 10 61 to Knology, Inc ’s Annual Report on Form 10-K for the year ended December 31, 2003 (File No
000—32647))

Form of Stock Option Agreement

Subsidiaries of Knology, Inc

Consent of Deloitte & Touche LLP
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Exhibit N Exhihit D
311 Certification of the Chief Executive Officer of Knology, Inc pursuant to Secunities Exchange Act Rule 13a—14
312 Certification of the Chtef Financial Officer of Knology, Inc pursuant to Securnities Exchange Act Rule 13a—14
321 Statement of the Chief Executive Officer of Knology, Inc pursuantto §18 USC S 1350

322 Statement of the Chief Financial Officer of Knology, Inc. pursuant to §18 USC S 1350

Confidential treatment has been requested pursuant to Rule 24b—2 of the Securities Exchange Act of 1934, as amended The
copy on file as an exhibit omits the information subject to the confidentiality request Such omitted information has been filed
separately with the Commuission

**  Compensatory plan or arrangement
(b) REPORTS ON FORM 8-K

On October 27, 2004, Knology furnished a current report on Form 8—K, under 1item 12, announcing 1ts 2004 third quarter results

On November 3, 2004, Knology furnished a current report on Form 8—K, under item 9, providing the transcripts from its third
quarter earnings conference call held on October 28, 2004

(c) EXHIBITS
We hereby file as part of this Form 10—K the Exhibits listed in the Index to Exhibits
(d) FINANCIAL STATEMENT SCHEDULE

Financial statement schedules required to be included n this report are either shown 1n the financial statements and notes thereto,
included 1n Item 8§ of this report, or have been omitted because they are not applicable
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this

amended report to be signed on 1its behalf by the undersigned, thereunto duly authorized

KNOLOGY, INC.

By /s/Rodger L. Johnson
Rodger L Johnson
President and Chief Executive Officer

March 31, 2005

(Date)
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
behalf of the registrant and in the capacities indicated and on the dates indicated

SIGNATURE_ TITLE DATE
Chairman of the Board and Director March 31, 2005
Campbell B Lanier, II1
[s/Rodger .. Johnson _____ President, Chief Executive Officer March 31, 2005
Rodger L Johnson and Director (Principal executive officer)
{s/ Robert K. Mills Chief Financtal Officer, Vice President March 31, 2005
Robert K Mills and Treasurer (Principal financial officer)
{s/ M. Todd Holt Vice President and Corporate Controller March 31, 2005
M Todd Holt (Principal accounting officer)
/s/ Richard S. Bodman Director March 31, 2005
Richard S Bodman
Director March 31, 2005
Alan A Burgess
Director March , 2005
Donald W Burton
(st Eugene I, Davis Director March 31, 2005
Eugene I Davis
(/O . GeneGabbard  Director March 31, 2005
O Gene Gabbard
Director March 31, 2005
Willtam Laverack, Jr
{s/ William H. Scott 11 Director March 31, 2005

William H Scott 111
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Stockholders of Knology, Inc

We have audited the accompanying consolidated balance sheets of Knology, Inc (a Delaware corporation) and substdiaries (“the
Company”) as of December 31, 2004 and 2003 and the related consoldated statements of operations, stockholders” equity and
comprehensive loss, and cash flows for each of the three years in the period ended December 31, 2004 These consolidated financial
statements are the responsibility of the Company’s management Our responsibility 1s to express an opinion on these financial
statements based on our audits

We conducted our audits 1 accordance with the standards of the Public Company Accounting Oversight Board (United States) Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement The Company 1s not required to have, nor were we engaged to perform, an audit of its internal control over
financial reporting Our audits included consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control over financial reporting Accordingly, we expiess no such opinion An audit also includes examining, on a
test basis, evidence supporting the amounts and disclosures 1n the financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation We believe that our
audits provide a reasonable basis for our opinion

In our opimon, the consolidated financial statements referred to above present fairly, in all matenial respects, the financial position of
the Company as of December 31, 2004 and 2003, and the results of their operations and their cash flows for each of the three years 1n
the period ended December 31, 2004, in conformity with accounting principles generally accepted 1n the United States of America
Deloitte & Touche LLP

Atlanta, GA

March 28, 2005
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KNOLOGY, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(DOLLARS IN THOUSANDS)
ASSETS
CURRENT ASSETS:
Cash and cash equivalents (Note 2)
Restricted cash (Note 2)

Short term investments (Note 2)

Accounts recervable, net of allowance for doubtful accounts of $1,449 and $724 as of December 31,

2003 and 2004, respectively
Prepaid expenses
Assets of business held for sale (Note 11)

Total current assets

PROPERTY, PLANT AND EQUIPMENT:
System and instailation equipment

Test and office equipment

Automobiles and trucks

Production equipment

Land

Buildings

Construction and premise inventory
Leasehold improvements

Less accumulated depreciation and amortization
Property, plant, and equipment, net

OTHER LONG-TERM ASSETS:
Goodwill and intangible assets
Deferred 1ssuance costs

Investments

Other

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES:

Current portion of notes payable

Accounts payable

Accrued habilities

Unearned revenue

Liabilities of business held for sale (Note 11)

Total current habilities

NONCURRENT LIABILITIES:
Notes payable

Unamortized investment tax credits
Senior unsecured notes, net of discount
Warrants (Note 4)

Total noncurrent liabihties

Total liabilities

— DECEMBER 31,
$ 20,575 $ 6,082
2,760 7,365
40,000 12,625
19,284 18,924
1,818 2,735

0 887

84,437 48,618
557,088 602,731
52,326 59,369
9,620 9,766
724 781

3,738 4,006
17,377 17,332
12,780 15,694
1.768 2,565
655,421 712,244
—(.mm M-
336,060 326,499
41,150 41,142
365 634

1,243 1,243
457 451

$ 5213 0§ 179
15,520 20,428
9,136 12,199
11,633 11,841

0 770

41,502 45,417
45,309 49,438
39 13
225,037 237,096
932 354

—312.819



COMMITMENTS AND CONTINGENCIES (NOTE 6)

STOCKHOLDERS’ EQUITY:

Preferred stock, $ 01 par value per share,

199,000,000 shares authorized, 0 and 0 shares 1ssued and outstanding at December 31, 2003 and 2004,
respectively

Common stock, $ 01 par value per share; 200,000,000 shares authorized, 20,605,430 and 23,697,787
shares 1ssued and outstanding at December 31, 2003 and 2004, respectively

Non—voting common stock, $ 01 par value per share; 25,000,000 shares authonized, 2,170,127 and 0
shares 1ssued and outstanding at December 31, 2003 and 2004, respectively

Additional paid—in capital

Other Comprehensive Income

Accumulated deficit

Total stockholders’ equity

Total liabilities and stockholders’ equity

See notes to consolidated financial statements
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KNOLOGY, INC: AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(DOLLARS IN THOUSANDS, EXCEPT SHARE DATA)

OPERATING REVENUES:
Video

Voice

Data services and other

Total operating revenues

OPERATING EXPENSES:

Costs of services (excluding depreciation and amortization)
Selling, general and administrative expenses

Deprectation and amortization

Gain on reorganmization (Note 4)

Reorganization professtonal fees

Capital markets activity

Asset impairment (Note 2)

Non—cash stock option compensation

Litigation fees (Note 6)

Total operating expenses
OPERATING INCOME (LOSS)

OTHER INCOME (EXPENSE):

Interest income

Interest expense (contractual interest of $41,619 for the twelve months ended
December 31, 2002)

Gain on adjustment of warrants to market

Other (expense) income, net

Total other expense
LOSS FROM CONTINUING OPERATIONS BEFORE DISCONTINUED
OPERATIONS AND CUMULATIVE EFFECT OF CHANGE IN IN

ACCOUNTING PRINCIPLE
INCOME FROM DISCONTINUED OPERATIONS (NOTE 11)

LOSS BEFORE CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING
PRINCIPLE
CUMULATIVE EFFECT OF CHANGE IN ACCOUNTING PRINCIPLE

NET LOSS

BASIC AND DILUTED NET LOSS PER SHARE

BASIC AND DILUTED WEIGHTED AVERAGE NUMBER OF COMMON
SHARES OUTSTANDING

2002 2003 2004

$ 60,752 $ 71,879 $ 97,590
58,742 70,117 72,438
22372 30,942 41,430
141,866 172,938 211,458
41,007 46,525 60,829
79,837 93,366 117,580
80,533 77,806 74,163
(109,804) 0 0
3,842 84 0

0 0 880

9,946 0 0
3,266 1,883 3,625
1,244 907 377
109,871 220,571 257.454
31,995 (47,633) (45,996)
395 379 720
(36,266) (29,175) (31,062)
2,865 929 535
(321) (12.288) 133
(33.327) (40,155) (29,674)
(1,332) (87,788) (75,670)

0 0 106

(1,332) (87,788) (75,564)
(1,294) 0 0
$_(2626) $_ (87,788) $§ (75.564)
$ (52200 § (517§ (3.19)
20304  _16995.092  _23,655.733

See notes to consolidated financial statements
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KNOLOGY, INC: AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

AND COMPREHENSIVE LOSS

(DOLLARS IN THOUSANDS)
SERIES A SERIES B SERIES C SERIES D SERIES E
PREFERRED PREFERRED PREFERRED PREFERRED PREFERRED
STOCK STOCK STOCK STOCK STOCK
_SHARES AMOUNT SHARES AMOUNT SHARES AMOUNT SHARES AMOUNT SHARES AMOUNT
BALANCE,
December 31,2001 50,990,888 $ 510 21,180,131 $ 212 37,219,562 $ 372 0% 0O 0% 0
Comprehensive
Loss.
Net loss attnbutable
to common
stockholders
Comprehensive
Loss
Exercise of stock
options 49,569 0
Private Placement 13,000,000 130
Non—cash stock
option

compensation

Reorganization, net

of fees of $3,842

(Note 8) 10,684,751 107 _21.701.279 _ 217

BALANCE,

December 31,2002 51,040,457 $ 510 21,180,131 $ 212 50,219,562 $ 502 10,684,751 $ 107 21,701,279 $ 217
Comprehensive

Loss

Net loss attrtbutable

to common

stockholders

Comprehensive

Loss

Exercise of stock

options 209,404 2
Unrealized gain

Non—cash stock

option

compensation

Reorganization fees

(Note 8)

Initial public

offering of common

stock (51.249.861) _(512) (21.180,131) _(212) (50,219,562) . (502) (10,684,751) _(107) (21.701,279) _(217)
BALANCE,

December 31, 2003 0% o0 0% 0 0% O 0s$ O 0% o
Comprehensive

Loss

Net loss attributable
to common
stockholders
Comprehensive
Loss

Exercise of stock
options

Unrealized loss



Non—cash stock
option
compensation

Initial public
offering of common
stock

Exercise of warrants
Conversion of
non—voting stock

BALANCE,
December31,2004 ____ 0§ 0O 0% 0 0% 0 0% 0 0% 0

See notes to consolidated financial statements
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ACCUMULATED
COMMON COMMON
STOCK STOCK ADDITIONAL OTHER TOTAL
SHARES SHARES PAID-INACCUMULATBIPREHENBOMHKHOLDERS’
INCOME
SHARES AMOUNT SHARES AMOUNTCAPITAL _DEFICIT = _(LOSS) _EQUITY

BALANCE, December 31,
2001 502,194 $ 5 0§ 0 % 394741 § (307,442) (§ 03 88,398
Comprehensive Loss
Net loss attributable to
common stockholders (2,626) (2,626)
Comprehensive Loss (2.626)
Exercise of stock options 1,003 0 2 2
Private Placement 38,870 39,000
Non—cash stock option
compensation 3,266 3,266
Reorganization, net of fees
of $3,842 (Note 8) 56,167 56,491

BALANCE, December 31,

2002 503,197 § 5 0 § 0 $ 493046 (3 310,068) (% 0 3 184,531
Comprehensive Loss

Net loss attributable to

common stockholders (87,788) — (82,788)
Comprehensive Loss — (87,783
Exercise of stock options 9,356 1 15 18

Unrealized gain 3 3

Non—cash stock option

compensation 1,883 1,883

Reorgamzation fees (Note

8) (50) (50)
Initial public offering of

common stock 20,092,877 201 _ 2,170,127 21 53,624 52,296

BALANCE, December 31,

2003 20,605,430 $ 207 2,170,127 $ 21 $ 548,518 § (397,856) $ 3 %8 150,893

Comprehensive Loss
Net loss attributable to

common stockholders (75,564) — (75.564)
Comprehensive Loss — (75.56%)
Exercise of stock options 9,776 0

Unrealized loss 2) )
Non—cash stock option

compensation 3,625 3,625

Initial public offering of

common stock 900,000 9 7,264 7,273

Exercise of warrants 12,454 44 44

Conversion of non—voting

stock —2.170,027 21 _(2,170127) __(21) 0

BALANCE, December 31,

2004 23,697,787 § 237 0 & 0 % 559451 § (473.420) §$ L 8 86,269
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KNOLOGY, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(DOLLARS IN THOUSANDS)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss

Adjustments to reconcile net loss to net cash provided by operating activities

Depreciation and amortization

Non—cash stock option compensation
Asset impairment

Litigation fees

Write off of investment

Accretion of discounted debt

Non—cash bond interest expense
Provision for bad debt

Gain on reorganization

(Gain) loss on disposition of assets
Cumulative effect of change 1n accounting principle
Gain on adjustment of warrants to market
Changes in operating assets and liabilities
Accounts recetvable

Accounts receivable—affihate

Prepaid expenses and other

Accounts payable

Accrued habilities

Unearned revenue

Total adjustments
Net cash provided by operating activities from continuing operations
Net cash used in operating activities from discontinued operations

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures

Purchase of short term investments

Proceeds from sale of short term investments

Franchise and other intangible expenditures

Proceeds from sale of property

Acquisition of Verizon Media

Investment in Grande

Net cash used n investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments on debt and short—term borrowings
Expenditures related to 1ssuance of debt

Proceeds from private placement, net of offering expenses
Net proceeds from public offering

Cash pledged as security

Proceeds from long—term debt facility

Stock options exercised

Warrants exercised

Expenditures related to reorganization

Net cash provided by (used in) financing activities

—YEARENDED DECEMBER 31,

2002 —2003 2004
$ (2,626) $(87,788) $ (75,564)
80,533 77,806 74,163
3,266 1,883 3,625
9,946 0 0
1,244 0 0
45 12,406 0
29,411 0 0
3,796 26,582 12,059
3,595 4,714 4,479
(109,804) 0 0
(88) (14) 32
1,294 0 0
(2,865) (929) (535)
(4,964) (9,135) (4,120)
465 72 0
(30) 64 (895)
(2,390) (209) 4,908
(2,142) 695 4,043
1,632 3,365 207
12,944 117,300 97,966
10318 — 29512 — 22402
0 0 (139)
—10318 29512 22,263
(44,446) (35,533) (63,592)
0 (50,000)  (210,051)
0 10,000 237,426
(1,448) (407) (288)
1,047 378 169
0 (18,841) 0
0 (1.070) 0
(44.847) (95.473) (36,336)
(2) (3,373) (2,719)
0 0 (370)
39,000 0 0
0 48,788 7,273
(990) (1,520) (4,605)
5,470 0 0
2 18 0
0 0 1
(4.102) (50) 0
39,378 43,863 (420)



NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid duning the year for interest

Cash paid (received) during period for income taxes

Detail of investments and acquisitions

Property, plant and equipment

Intangible assets & other

Warrants 1ssued

Net cash paid for acquisttions

Non—cash financing activities Debt acquired in capital lease transactions

See notes to consolidated financial statements
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Notes to Consolidated Finaricial Statements
December 31, 2002, 2003 and 2004
(dollars in thousands, except share data)
1. Organization, Nature of Business, and Basis of Presentation
Organization

Knology, Inc (“Knology” or the “Company”) is a publicly traded company incorporated under the laws of the State of Delaware 1n
September 1998 The purpose of incorporating the Company was to enable ITC Holding Company, Inc to complete a reorganization
of certain of 1ts wholly owned and majority—owned subsidiaries on November 23, 1999 (the “Reorganization™)

Financial Condition

The Company 1s subject to various risks in connectton with the operation of its business, including, among other things, (1) the
Company’s lack of liquidity and its ability to raise additional capital, (2) inability to satisty debt service requirements, working capital
or other cash requirements, (3) failure to be competitive with existing and new competitors, and (4) changes in the Company’s
business strategy or an inability to execute its strategy due to unanticipated changes in the market The Company has $3,201 of
working capital, $473,419 of accumulated deficit and $286,534 of long—term debt as of December 31, 2004 Although management
believes 1t can meet 1ts operating, debt service and capital requirements through the next fiscal year using available cash and cash
flows from operations, management 1s currently evaluating transactions to improve the Company’s capital structure and hquidity
position, including the sale of its Cerritos, CA assets (see Note 11) and debt and/or equity financing transactions However, there can
be no assurance that the sale of the Cerritos assets will occur or that debt or equity funding will be available 1n the future or that it will
be available on terms acceptable to the Company

Prepackaged Plan of Reorganization Under Chapter 11

Knology Broadband, Inc , or Broadband, a wholly owned subsidiary of Valley Telephone Co , LLC, which 1s a wholly owned
subsidiary of Knology, on September 18, 2002 filed a bankruptcy petition under Chapter 11 of the federal bankruptcy laws 1n the
United States Bankruptcy Court for the Northern District of Georgia On that same date, Knology and Broadband filed a prepackaged
plan of reorganization of Broadband under Chapter 11

Broadband received approval from the Bankruptcy Court to pay all trade claims and employee wages in the ordinary course of
business, including pre—petition claims

On October 22, 2002, the Bankruptcy Court confirmed the prepackaged plan of reorganization of Broadband without modification
Nature of business

Knology, Broadband and their respective subsidiaries own and operate an advanced nteractive broadband network and provide
residential and business customers broadband communications services, including analog and digital cable television, local and
long—distance telephone, high—speed Internet access, and broadband carrier services to various markets in the southeastern United
States

Our telephone operations group, consisting of Interstate Telephone Company, Globe Telecommunications, Inc , ITC Globe, Inc , and
Valley Telephone Co , Inc (our “Telephone Operations Group™) 1s wholly owned and provides a full line of local telephone and
related services and broadband services Certain of the Telephone Operations Group subsidiaries are subject to regulation by state
public service commussions of applicable states for intrastate telecommunications services For applicable interstate matters related to
telephone service, certain Telephone Operations Group subsidiaries are subject to regulation by the Federal Communications
Commusston

Basis of presentation

The consolidated financial statements are prepared on the accrual basis of accounting and include the accounts of the Company and 1ts
wholly owned subsidiaries Investments in which the Company does not exercise significant control are accounted for using the cost
method of accounting  All significant intercompany balances have been eliminated

2. Summary of Significant Accounting Policies

Accounting estimates

Preparation of financial statements in conformity with accounting principles generally accepted in the U S requires management to

make estimates and assumptions that affect the reported amounts of assets and habilities and disclosures of contingent assets and
liabilities at the date of the financial statements and reported amounts of revenues and expenses during the reporting pertod Financial
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statement line 1tems that include significant estimates consist of propéity plant and equipment, certain accrued liabilities and the
allowance for doubtful accounts Changes in the facts or circumstances underlying these estimates could result in matenal changes and
actual results could differ from those estimates These changes in estimates are recognized 1n the period they are realized

Cash and cash equivalents

Cash and cash equivalents are highly hquid investments with a maturity of three months or less at the date of purchase and consist of
time deposits, investment 1n money market funds with commercial banks and financial institutions, commercial paper and
high—quality corporate and municipal bonds

As of December 31, 2003, the Company had $2,760 of cash that 1s restricted n use, all of which 1s pledged as collateral for amounts
potentially payable under certain insurance, lease and surety bond agreements

As of December 31, 2004, the Company has $7,365 of cash that 1s restricted in use Of this amount, $2,000 and $2,000, respectively is
held at Broadband and the Telephone Operations Group 1n accordance with certain debt covenants Also, the Company has pledged
$3,365 of cash as collateral for amounts potentially payable under certain insurance, lease and surety bond agreements

Short term investments

The Company follows Financial Accounting Standards Board (FASB) Statement of Financial Accounting Standards (SFAS) No. 115,
“Accounting for Certain Investments in Debt and Equity Securities” (SFAS No 115) SFAS No 115 mandates that a determination he
made of the appropriate classification for equity securities with a readily determinable fair value and all debt securities at the time of
purchase and a re—evaluation of such designation as of each balance sheet date

Short term investments consist of adjustable rate securities and are classified as available~for—sale These investments are carned at
fair value and any unrealized gains and losses are reported as a separate component of stockholders’ equity Realized gains and losses
are included in interest income The cost of secunities sold is based on the specific 1dentification method

The available—for—sale securities at December 31, 2003 and 2004 included the following

Unrealized
Amortized Gain
_Cost  FairValue  (Loss)

Marketable secunties—current
Adjustable rate securities $39,997 $ 40,000 $ 3
2003 Total $39,997 $ 40,000 $ 3
Marketable securities—current
Adjustable rate securities $12,624 $ 12,625 $ 1
2004 Total $12,624 $ 12,625 $ |

Allowance for doubtful accounts

The allowance for doubtful accounts represents the Company’s best estimate of probable losses in the accounts recetvable balance
The allowance is based on known troubled accounts, historical expenience and other currently available evidence Activity 1n the
allowance for doubtful accounts 1s as follows

Balance Charged Balance
at to Write—offs, at
beginning operating net of end of
Year ended December 31 of period  _expenses = recoveries  _period _
2002 $ 811 $ 3,595 $ 2,212 § 2,194
2003 $ 2,194 $ 4,714 $ 5,459 $ 1,449
2004 $ 1,449 $ 4,479 $ 5,204 $ 724
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Property, plant, and equipment

Property, plant, and equipment are stated at cost Depreciation and amortization are calculated using the straight—line method over the
estimated useful lives of the assets, commencing when the asset 1s installed or placed 1n service Maintenance, repairs, and renewals
are charged to expense as incurred The cost and accumulated depreciation of property and equipment disposed of are removed from
the related accounts, and any gain or loss ts included in or deducted from income Depreciation and amortization (excluding telephone
plant) are provided over the estimated useful lives as follows

—Years
Buildings ‘ 25
System and installation equipment 3-10
Production equipment 9
Test and office equipment 3-7
Automobiles and trucks 5
Leasehold umprovements 5-25

Depreciation expense for the years ended December 31, 2002, 2003 and 2004 was $78,623, $77,438 and $73,809, respectively

Inventories are valued at the lower of cost or market (determined on a weighted average basis) and include customer premise
equipment and certain plant construction materials These items are transferred to system and 1nstallation equipment when installed

Goodwill and intangible assets
The Company constructs and operates 1ts cable systems under non—exclustve cable franchises that are granted by state or local
governmental authonties for varying lengths of time As of December 31, 2004, the Company has obtained these franchises through

acquisitions of cable systems accounted for as purchase business combinattons and construction of new cable systems

Summarized below are the carrying values and accumulated amortization of intangible assets that will continue to be amortized under
SFAS 142, as well as the carrying value of goodwill which 1s no longer amortized

Amortization
Period
—2003 2004 (Years)
Customer base 326 441 3
Other 225 356 1-3
Gross carrying value of intangible assets subject to amortization 551 797
Less accumulated amortization 235 489
Net carrying value 316 308
Goodwill 40,834 40,834
Total goodwill and intangibles 41,150 41,142

Goodwill represents the excess of the cost of businesses acquired over fair value or net identifiable assets at the date of acquisition and
has historically been amortized using the straight—line method over various lives up to forty years Goodwill 1s subject to a periodic
impairment assessment by applying a fair value based test based upon a two—step method The first step of the process compares the
fair value of each reporting unit with the carrying value of the reporting unit, including any goodwill Each geographic operating unit
15 deemed to be a reporting unit for testing purposes The Company utilizes a discounted cash flow valuation methodology to
determine the fair value of each reporting unit If the fair value of each reporting unit exceeds the carrying amount of the reporting
unit, goodwill 1s deemed not to be impaired 1n which case the second step in the process 1s unnecessary If the carrymg amount
exceeds fair value, the Company performs the second step to measure the amount of impairment loss Any impairment loss 1s
measured by comparing the implied fair value of goodwill, calculated per SFAS No 142, with the carrying amount of goodwill at the
reporting unit, with the excess of the carrying amount over the fair value recognized as an impairment loss The Company has adopted

January | as the calculation date and has evaluated these assets as of January 1, 2003, 2004 and 2005, and no impairment was
identified

The Company accounts for the impairment of amortizable intangible assets tn accordance with SFAS No 144 as described under
Long—lived assets Based on the results of the goodwill impairment test, the Company recorded an impairment loss of $1,294 in the



first quarter of 2002 as a cumulative effect of change 1n accounting pninciple
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Amortization expense related to intangible assets was $278, $358 and $791 for the years ended December 31, 2004, 2003 and 2002,
respectively

Scheduled amortization of intangible assets for the next five years 1s as follows

2005 $ 249
2006 50
2007 -9

3 308

Deferred issuance costs

Deferred 1ssuance costs mclude costs associated with the 1ssuance of debt and the consummation of credit facilities (Note 4) Deferred
1ssuance costs and the related useful lives and accumulated amortization at December 31, 2003 and 2004 are as follows

Amortization
Period
2003 2004 (Years)
Deferred issuance costs $ 501 $ 871 8
Accumulated amortization (136) 237)
Deferred 1ssuance costs, net $ 365 $ 634

Valuation of long—lived assets

On January 1, 2002, the Company adopted FASB Statement No 144, “Accounting for the Impairment or Disposal of Long—Lived
Assets” (“SFAS No 144”) Under SFAS No 144, the Company reviews long—lived assets for impairment when circumstances
indicate the carrying amount of an asset may not be recoverable based on the undiscounted future cash flows of the asset If the
carrying amount of the asset 1s determined not to be recoverable, a write—down to fair value 1s recorded The effects of adopting SFAS
No 144 were not matenal to the Company’s results of operations

In connection with the restructuring of capitalization pursuant to the prepackaged plan of reorganization, the Company 1ssued new
12% sentor notes due 2009, which include covenants limiting the ability to fund expansion into new markets, including Nashville and
Louisville Due to the restrictive nature of the new covenants as they relate to the use of operating cash flows or new borrowings for
expansion, the Company evaluated certain long—lived assets for impairment The asset impairment charge was measured in
accordance with SFAS No 144, “Accounting for the Impairment or Disposal of Long—lived Assets ”

Based on this evaluation of the impact the new covenants will have on our business plan, the Company recognized an asset
impairment of approximately $9,946 during the year ended December 31, 2002 The total asset impairment 1s comprised of the
following

2002
Abandoned construction 1n progress $ 6,094
Franchise costs 1,398
Construction inventory 2,454
Total asset impairment $ 9946

Cost of services

Cost of services related to video consists primarily of monthly fees to the National Cable Television Cooperative and other
programming providers and s generally based on the average number of subscribers to each program Cost of services related to voice

and data services and other consists primanly of transport cost and network access fees specitically associated with each of these
revenue streams

Stock based compensation



In December 2002, the FASB 1ssued SFAS No 148 “Accounting for Stock—Based Compensation—Transition and Disclosure,” which
amends FASB Statement No 123 to provide alternative methods of transition for a voluntary change to the fair value based method of
accounting for stock—based employee compensation In addition, thi§ Stdtenient amends the disclosure requirements of Statement 123
to require prominent disclosures 1n both annual and interim financial statements about the method of accounting for stock—based
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employee compensation and the effect of the method used on repotied results Finally, this Statement amends APB Opinion No 28,
Intennm Financial Reporting, to require disclosure about those effects 1n interim financial information SFAS No 148 1s to be applied
for financial statements for fiscal years ending after December 15, 2002 In December 2002, the Company elected to adopt the
recognition provisions of SFAS No 123 which 1s considered the preferable accounting method for stock—based employee
compensation The Company also elected to report the change 1n accounting principte using the prospective method in accordance
with SFAS No 148 Under the prospective method, the recognition of compensation costs 1s appled to all employee awards granted,
modified or settled after the beginning of the fiscal year in which the recognition provisions are first applied As a result, the Company
recorded $3,266, $1,833 and $3,625 of non—cash stock option compensation expense for the years ended December 31, 2002, 2003
and 2004, respectively We will continue to provide pro forma net income and earnings per share information related to prior awards

The following table 1llustrates the effect on net loss 1f Knology had applied the fair value recognition provisions of SFAS No 123 to
stock—based employee compensation

Year ended December 31,

2002 2003 2004
Net loss, as reported $ (2,626) (87,788) (75,564)
Add Stock—based compensation, as reported 3,266 1,883 3,625
Deduct Total stock—based compensation determined under fair value based method
for all awards, net of tax (3,299) (1,913) (3,625)
Pro forma net loss $ (2,659 (87,818) (75,564)
Basic and diluted net loss per share attributed to common shareholders $ (52 86) (517) (319
Basic and diluted weighted average number of common shares outstanding 50,304 16,995,092 23,655,733
Investments

Investments and equity ownership 1n assoctated companies consisted of the following at December 31, 2003 and 2004-

-2003 _2004

Nonmarketable investments, at cost

Grande Communications common stock, 10,946,556 shares in 2003 and 2004 $ 1,243 $ 1,243
At December 31, 2004, the Company, through its wholly owned subsidiaries, owned approximately 2 4% of Grande The Company’s
investment in Grande 1s accounted for under the cost method of accounting The Company determined that the adverse changes in
business conditions at Grande Communication, Inc were other than temporary and recorded a foss of $12,406 during the third quarter
of 2003 on the investment 1n Grande In the fourth quarter of 2003 the Company nvested an additional $1,069 1n Grande

Accrued liabilities

Accrued habilities at December 31, 2003 and 2004 constst of the following

Accrued trade expenses $ 4,073 $ 4,811
Accrued property taxes 1,888 2,297
Accrued compensation 2,738 2,315
Accrued interest 437 2,776
Total $ 9,136 $12,199

Revenue recognition

The Company generates recurring revenues for broadband offerings of video, voice and data and other services The revenues
generated from these services pnimarily consists of a fixed monthly fee for access to cable programming, local phone services and
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enhanced services and access to the internet. Additional fees are charged for services including pay—per—view movies, events such as
boxing matches and concerts, long distance service and cable modem rental Revenues are recogmzed as services are provided and
advance billings or cash payments received 1n advance of services performed are recorded as deferred revenue

Advertising costs

The Company expenses all advertising costs as incurred Approximately $4,226, $5,143 and $6,370 of advertising expense are
recorded in the Company’s consolidated statements of operations for the years ended December 31, 2002, 2003, and 2004,
respectively

Installation

The Company recognizes broadband installation revenue when the customer 1s imtially billed for the connection of services as the
direct selling costs exceed installation revenue on a per customer basis The direct selling costs are expensed in the pertod incurred

Sources of supplies

The Company purchases customer premise equipment and plant matenals from outside vendors Although numerous suppliers market
and sell customer premise equipment and plant materials, the Company currently purchases each customer premise component from a
single vendor and has several suppliers for plant materials If the suppliers are unable to meet the Company’s needs as 1t continues to
butld out 1ts network infrastructure, then delays and increased costs n the expanston of the Company’s network could result, which
would adversely affect operating results

Credit risk

The Company’s accounts receivable potentially subject the Company to credit risk, as collateral 1s generally not required The
Company’s nisk of loss 1s imited due to advance billings to customers for services and the ability to terminate access on delinquent
accounts. The potential for materal credit loss 1s mitigated by the large number of customers with relatively small receivable balances
The carrying amount of the Company’s receivables approximates their fair values

Income taxes

The Company utilizes the liability method of accounting for income taxes, as set forth in SFAS No 109, “Accounting for Income
Taxes ” Under the liability method, deferred taxes are determined based on the difference between the financial and tax bases of assets
and habilities using enacted tax rates in effect in the years in which the differences are expected to reverse Deferred tax benefit
represents the change n the deferred tax asset and liability balances (Note 8) As of February 10, 2004, Valley Telephone Company
was converted from a corporation to a limited hability company 1n order to distribute all of its shares of common stock of Knology
Broadband, Inc to Knology, Inc 1n a tax free distribution

Comprehensive loss

The Company follows SFAS No 130, “Reporting Comprehensive Income ” This statement establishes standards for reporting and
display of comprehenstve loss and its components 1n a full set of general purpose financial statements The Company has chosen to
disclose comprehensive loss, which consists of net loss and unrealized gains (losses) on marketable securities, in the consolidated
statements of stockholders’ equity and comprehensive loss

Net loss per share

The Company follows SFAS No 128, “Earmings Per Share ” That statement requires the disclosure of basic net loss per share and
diluted net loss per share Basic net loss per share 1s computed by dividing net loss available to common stockholders by the weighted
average number of common shares outstanding during the period Diluted net loss per share gives effect to all potentially dilutive
securities The effect of the Company’s warrants (1,103,187 and 1,090,733 in 2003 and 2004, respectively) and stock options
(1,810,254 and 2,026,285 shares 1n 2003 and 2004, respectively using the treasury stock method) were not included i the
computation of diluted EPS as their effect was antidilutive

New accounting pronouncements

In December 2004, the FASB 1ssued SFAS No 123 (revised 2004), “Share—Based Payment” (“SFAS No 123R™), which replaces
SFAS No 123, “Accounting for Stock—Based Compensation” (“SFAS No 123”) and supercedes APB Opinion No 25, “Accounting
for Stock Issued to Employees ” SFAS No 123R requires all share—based payments to employees, including grants of employee stock
options, to be recognized in the financial statements based on their fair values, beginning with the first interim or annual penod after
June 15, 2005, with early adoption encouraged In addition, SFAS No 123R will cause unrecognized expense related to options
vesting after the date of initial adoption to be recognized as a charge to results of operations over the remaining vesting period In
December 2002 the Company elected to adopt the recognition provisions of SFAS No 123 which 1s considered the preferable

F-12






Table of Contents

accounting method for stock—based employee compensation The Company also elected to report the change 1n accounting principle
using the prospective method 1n accordance with SFAS No 148 Under the prospective method, the recognition of compensation costs
1s applied to all employee awards granted, modified or settled after the beginning of the fiscal year in which the recogmtion provisions
are first applied Because the fair value recognition provisions of SFAS No 123 were adopted on January 1, 2003, the Company does
not expect this revised standard to have a material impact on its financial statements

At the March 2004 Emerging Issues Task Force (“EITF”) meeting, the Task Force reached a consensus on the Issue No 03-1, The
Meaning of Other—Than—Temporary Impairment and 1ts Application to Certain Investments Issue 03—1 defines the terms
other—than—temporary and other—than—temporary impairment and establishes a three—step impairment model applicable to debt and
equity securities that are within the scope of SFAS 115 At the November 2003 EITF meeting, the Task Force reached a consensus
effective for fiscal years ending after December 15, 2003 on quantitative disclosures Except for disclosure requirements already 1n
place, the Issue 03—1 consensus will be effective prospectively for all relevant current and future investments in reporting periods
beginning after June 15, 2004 The Company adopted EITF Issue No 03—1 disclosure requirements for the fiscal year ended
December 31, 2003 and does not expect the adoption of future requirements of EITF Issue No 03—1 to have matenal impact on the
Company’s results of operations or financial position

In May 2003, the FASB 1ssued SFAS No 150, “Accounting for Certain Financial Instruments with Characteristics of both Liabihities
and Equity” which establishes standards for how an issuer classifies and measures certain financial instruments with characterstics of
both liabilities and equity It requires that an 1ssuer classify a financial instrument that 1s within 1ts scope as a hability or an asset 1n
some circumstances SFAS No 150 s effective for the first interim period beginning after June 15, 2003 The Company adopted
SFAS No 150 effective July 1, 2003, which resulted 1n no material impact to 1ts financial position or results of operations

Prior Year Amounts

Certain prior year amounts have been reclassified to conform to current year presentation In the current year, the Company has
determined that 1ts investments n variable rate demand notes, which have interest rates that reset daily or weekly but have matunity
dates 1n excess of 90 days from the date of acquisition, are more appropriately classified as marketable secunties The Company had
previously classified these notes as cash equivalents Therefore, a total of $0 and $40 has been reclassified from cash equivalents to
marketable securities as of December 31, 2002 and 2003, respectively Corresponding changes have been made to the Company’s
Consolidated Balance Sheets, Consolidated Statements of Cash Flows, and related Notes to Consolidated Financial Statements as
appropnate

3. Employee Benefit Plan

The Company has a 401(k) Profit Sharing Plan (the “Plan”) for the benefit of eligible employees and their beneficiaries All
employees are eligible to participate 1n the Plan on the first full month following the date of employment The Plan provides for a
matching contribution at the discretion of the board up to 8% of eligible contributions The Company contributions for the years ended
December 31, 2002, 2003 and 2004 were $728, $735 and $887, respectively

4. Long—Term Debt

Long—term debt at December 31, 2003 and 2004 consists of the following

Senior Unsecured Notes including accrued interest, with a face value of $194,659 bearing interest
in—kind at 13% beginning November 6, 2002, interest payable semiannually at 12% beginning
November 30, 2004, with principal and unpaid interest due November 30, 2009 $225,037 $237,096

Senior secured Wachovia credit facility, at a rate of LIBOR plus 3 75%, interest payable quarterly with
principal and any unpaid interest due September 10, 2007 15,465 15,465

Senior secured CoBank term credit facility, at a rate of LIBOR plus 3 5%, interest payable quarterly,
principal payments due quarterly beginning Jan 2007 with final principal and any unpaid interest due
June 30, 2009 34,588 31,895

Capitalized lease obligations, at rates between 7% and 8%, with monthly principal and interest payments
through November 2011 470 2257

275,560 286,713
Less current maturities 5213 —_—179

3270347  $286.534
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Following are matunities of long—term debt for each of the next five years as of December 31, 2004.

2005 $ 179
2006 256
2007 16,751
2008 7,812
2009 260,832
Thereafter 883
Total $286,713

Knology’s first interest payment on the semor unsecured notes was patd 1n November 2004 (Knology paid interest incurred for the
first 18 months 1n kind through the 1ssuance of additional notes) The senior unsecured notes increased to $237,096 for the year ended
December 31, 2004, due to in kind interest payments of $14,226

The indenture governing the new Knology notes places certain restrictions on the ability of Knology and its subsidianes to take certain
actions including the following

» pay dividends or make other restricted payments,

+ incur additional debt or 1ssue mandatorily redeemable equity,

»  create or permit to exist certain liens,

+ incur restrictions on the ability of its subsidianies to pay dividends or other payments,
» consolidate, merge or transfer all or substantially all 1ts assets,

= enter into transactions with affiliates,

» utilize revenues except for specified uses,

» utilize excess hiquidity except for specified uses,

» make capital expenditures for Knology of Knoxville, Inc , and

+ permit the executive officers of Knology to serve as executive officers or employees of other entities 1n competition with
Knology

These covenants will be subject to a number of excepttons and qualifications
The Company had outstanding warrants of $932 and $354 at December 31, 2003 and 2004, respectively Knology adjusts the carrying
value of the warrants based on the closing price of the Company’s common stock at the end of each reporting period For the year
ended December 31, 2002, 2003 and 2004 the company recorded a gain of $2,865, $929 and $535, respectively
On December 22, 1998, Broadband entered into a $50,000 four—year senior secured credit facility with Wachovia Bank, National
Association The Wachovia credit facility, as amended and restated etfective November 6, 2002 and as amended as of September 10,
2004, allows Broadband to borrow approximately $15,500 The Wachovia credit facility may be used for working capital and other
general corporate purposes, including capital expenditures and permitted acquisitions Interest accrues at the option of Broadband at
LIBOR rate plus 3 75% or at Base Rate plus 2 75% The Wachovia credit facility contains a number of covenants that restrict the
ability of Broadband and 1ts subsidiaries to take certain actions, including, but not limited to, the ability to:

* Incur debt,

* create liens,

* pay dividends,

« make distnibutions or stock repurchases,

* make investments,
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»  engage In transactions with affiliates, and
» sell assets and engage 1n mergers and acquisitions

The Wachovia credit facility also includes covenants requiring compliance with operating and financial covenants, including that
Broadband and its subsidiaries are required to maintain an unrestricted cash balance of $2,000, and maintain a leverage ratio of not
more than 1 0 times (total debt to EBITDA (earnings before nterest, taxes, depreciation and amortization, as calculated pursuant to
the Wachovia credit agreement)) As of December 31, 2004 Broadband 1s in comphance with these covenants Should Broadband not
be 1n compliance with the covenants, Broadband would be in default and would require a waiver from the lender In the event the
lender would not provide a waiver, amounts outstanding under the Wachovia credit facthity could be accelerated and be payable to the
lender on demand A change of control of Broadband, as defined in the Wachovta credit facility, would constitute a default under the
covenants The amendment to the Wachowia credit facility included, among other things, an extension of the maturity date from
November 6, 2006 until September 10, 2007, substantial revision of the financial covenants and elimination of the mandatory
quarterly commitment reductions The maximum amount available under the Wachovia credit facility as of December 31, 2003 and
2004 was approximately $15,500 As of December 31, 2003 and 2004, approximately $15,465 had been drawn against the facihity

On June 29, 2001, the Company, through 1ts wholly owned subsidiaries, Globe Telecommunications, Inc , Interstate Telephone
Company and Valley Telephone Co , Inc (the “Borrowers”), entered into a $40,000 secured master loan agreement with CoBank,
ACB This master loan agreement, as amended as of June 6, 2002, as further amended as of November 6, 2002 and as further amended
as of September 10, 2004, allows the Borrowers to make one or more advances 1n an amount not to exceed $38,000 Obligations under
the loan agreement are secured by substantially all tangible and intangible assets of the Borrowers The master loan agreement
contains a number of covenants that restrict the ability of the Borrowers to take certain actions, including, but not limited to, the ability
to

¢ 1ncur indebtedness,

* create hiens,

* merge or consohdate with any other entity,
+ make distributions or stock repurchases;

» make mvestments,

* engage In transactions with affiliates, and
» sell or transfer assets

The CoBank credit facility also includes covenants requiring compliance with certain operating and financial covenants of the
Borrowers on a consolidated basis, including a minimum annual EBITDA measurement (as calculated 1n accordance with the CoBank
loan agreement) and a maximum leverage ratio of 3 5 times (total debt to operating cash flow (as calculated in accordance with the
CoBank loan agreement)) As of December 31, 2004 the Borrowers are in compliance with these covenants, but there can be no
assurances that the Borrowers will remain in comphiance Should the Borrowers not be in comphance with the covenants, the
Borrowers would be 1n default and would require a waiver from CoBank In the event CoBank would not provide a waiver, amounts
outstanding under CoBank credit facility could be accelerated and payable on demand The September 2004 amendment to the
CoBank loan agreement, among other things, deferred the initial quarterly principal installment payment under the facility, in the
amount of $250, until March 31, 2007 Begimning March 31, 2008, the quarterly installment payment increases to $1,875 with the
remaining outstanding principal balance due on June 30, 2009

5. Operating and Capital Leases

The Company leases office space, utility poles, and other assets for varying periods Leases that expire are generally expected to be
renewed or replaced by other leases Total rental expense for all operating and capital leases was approximately $1,173, $2,608 and
$3,205 for the years ended December 31, 2002, 2003, and 2004, respectively Future minimum rental payments required under the

operating and capital leases that have nitial or remaining non—cancelable lease terms in excess of one year as of December 31, 2004
are as follows

Capitalized Operating

_Leases _lLeases
2005 $ 349 $ 3,076
2006 409 2,635
2007 418 1,594
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Capitalized Operating

Leases Leases
2008 420 1,331
2009 422 973
Thereafter 1341 5,195
Total minimum lease payments b 3,359 $ 14804
Less tmputed interest 1,102
Present value of minimum capitalized lease payments 2,257
Current portion 119
Long—term capitalized lease obligations 2,078

During the year ended December 31, 2004, the Company entered into capital lease transactions related to the butldout of various
multiple dwelling units and recorded $1,812 as property, plant and equipment The base rentals recorded to the capital leases are
contingent upon the Company acquiring subscnbers The Company has agreed to pay various amounts per subscriber to the lessors as
the base monthly rentals The lease terms are seven years In accordance with FASB No 13, “Accounting for Leases”, the Company
has projected the number of subscribers to record the capital asset and hiability and will update the projections to actual subscribers on
a quarterly basis

6. Commitments and Contingencies
Purchase commitments

The Company has entered into contracts with various entities to provide programming to be aired by the Company The Company
pays a monthly fee for the programming services, generally based on the number of average video subscribers to the program,
although some fees are adjusted based on the total number of video subscribers to the system and/or the system penetration
percentage Total programming fees were approximately $27,497, $31,120 and 47,018 for the years ended December 31, 2002, 2003,
and 2004, respectively The Company estimates that 1t will pay approximately $50,296 in programming fees under these contracts
duning 2005

Legal proceedings

In September 2000, the City of Louisville, Kentucky granted Knology of Louisville, Inc , our subsidiary, a cable television franchise
On November 2, 2000, Insight filed a complaint against the City of Louisville in Kentucky Circuit Court 1n Jefferson County,
Kentucky claiming that our franchise was more favorable than Insight’s franchise Insight’s complaint suspended our franchise until
there 1s a final, nonappealable order in Insight’s Kentucky Circuit Court case In April 2001 the City of Lowsville moved for summary
Judgment 1n Kentucky Circuit Court against Insight In March 2002, the Kentucky Circuit Court ruled that Insight’s complaint had no
merit and the Kentucky Circuit Court granted the City of Louisville’s motion to dismiss Insight’s complaint Insight appealed the
Kentucky Circuit Court order dismissing their complaint and 1n June 2003 the Kentucky Court of Appeals upheld the Kentucky
Circutt Court ruling Insight sought discretionary review of the Kentucky Court of Appeals ruling by the Kentucky Supreme Court and
that request 1s pending

On November 8, 2000, we filed an action in the U S District Court for the Western District of Kentucky against Insight seeking
monetary damages, declaratory and injunctive relief from Insight and the City ansing out of Insight’s complaint and the suspension of
our franchise In March 2001, the U S District Court 1ssued an order granting our motion for preliminary injunctive relief and denying
Insight’s motion to dismiss In June 2003 the U S District Court ruled on the parties’ cross motions for summary judgment, resolving
certain claims and setting others down for trial The U S Dastrict Court granted our motion for summary judgment based on causation
on certain claims In August 2003, the U S Dustrict Court granted Insight’s motion for an immediate interlocutory appeal on certain
1ssues, which was accepted in October 2003 by the U S Court of Appeals for the Sixth Circuit

On December 29, 2004, the Sixth Circuit reversed the U S District Court’s decision denying Insight’s Noerr—Pennington immunity
and granting summary judgment to Knology on 1ts First Amendment Section 1983 claim The Sixth Circuit remanded to the U S
District Court for further proceedings consistent with its Opinion On January 12, 2005, we filed a Petition for Rehearing En Banc
with the Sixth Circuit On March 2, 2005, the Sixth Circuit denied our Petition for Rehearing The parties dispute what remains, 1f any,
of our case now that the Sixth Circuit has denied our Petition We contend we are entitled to a trial on whether Insight’s State Court
Action was protected by Noerr—Pennington immunity Insight contends the Sixth Circuit’s Opinion requires a dismissal with
prejudice of all of our claims At this time 1t 1s impossible to determine with certainty the ultimate outcome of the htigation

We are also subject to other htigation 1n the normal course of our business However, 1n our opmion, there 1s no legal proceeding
pending aganst us which would have a material adverse effect on our financial position, results of operations or iquidity We are also
a party to regulatory proceedings affecting the segments of the communications industry generally in which we engage n business
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7. Income Taxes

The benefit/(provision) for income taxes from continutng operations consisted of the following for the years ended December 31,
2002, 2003, and 2004

2002  _2003 = _2004

Current $ 0 3 0 $ 0
Deferred (7,840) 34,882 25,180
(Increase) decrease 1n valuation allowance _ 7,840 _(34,.882) (25,180)
Income tax benefit (provision) 3 0 s 0 b 0

Deferred income taxes reflect the net tax effect of temporary differences between the carrying amount of assets and habihties for
financial reporting purposes and the amounts used for income tax purposes The significant components of deferred tax assets and
liabihities as of December 31, 2003 and 2004 are as follows

Current deferred tax assets

Inventory reserve 3 231 $ 587
Allowance for doubtful accounts 482 227
Other 985 980
Valuation allowance (1.698) (1,794)
Total current deferred taxes v 0 0

Non—current deferred tax assets

Net operating loss & other attributes carryforwards 115,726 138,143
Deferred bond interest 24,779 28,798
Deferred revenues 179 170
Alternative mmimum tax credit carryforward 2,334 2,334
Debt 1ssuance costs 1,466 1,216
Other 7,367 8,055
Depreciation and amortization (32,076) (33,857)
Valuation allowance (119,77%) (144,859)
Total non—current deferred tax assets 0 0
Net deferred income taxes $ (1] 8 0

At December 31, 2004, the Company had available federal net operating loss carryforwards of approximately $364 million that expire
from 2007 to 2024 The utilization of $115 million of these loss carryforwards and $2 3 million AMT carryforwards 1s subject to an
annual limitation as a result of a change 1n ownership of the Company, as defined in the Internal Revenue Code The Linitation does
not reduce the total amount of net operating losses that may be taken, but rather substantially limits the amount that may be used
during a particular year The Company also had various state net operating loss carryforwards totaling approximately $333 million
Unless utilized, the state net operating loss carryforwards expire from 2007 to 2024 Management has recorded a total valuation
allowance of $147 mulion aganst its deferred tax assets including the operating loss carryforwards The increase 1n the valuation
allowance of approximately $25 2 million 1s related to the increase 1n the net operating loss carryforward In addition, as a result of
recent changes n stockholders, the Company expects that any future change in its ownership will result 1n significant additional

limitations of current net operating losses The Company has not quantified any future limitations of net operating losses as of
December 31, 2004

A reconciliation of the income tax provision computed at statutory tax rates to the income tax provision for the years ended
December 31, 2002, 2003, and 2004 1s as follows

2002 _2003  _2004

Income tax benefit at statutory rate 34% 34% 34%
State income taxes, net of federal benetit 4% 4% 4%
Non taxable book gain on early extinguishment 1,587% 0% 0%
Reduction 1n deferred interest on senior discount notes (1,883)% 0% 0%

Interest—high yield debt (13)% (3)% (4%
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2002 2003 = _2004

Other (28)% 1% 0%
(Increase) decrease 1n valuation allowance 299% (36)% (34)%
Income tax benefit (provision) 0% 0% — 0%

Investment tax credits related to telephone plant have been deferred and are being amortized as a reduction of federal income tax
expense over the estimated useful lives of the assets giving rise to the credits

8. Equity Interests
Capital transactions

The Company has authorized 200,000,000 shares of $ 01 par value common stock, 199,000,000 shares of $ 01 par value preferred
stock, and 25,000,000 shares of $§ 01 par value non—voting common stock

On November 28, 2003, a one—for—10 reverse stock split of shares of the Company’s common stock and non—voting common stock
became effective As a result, each of the outstanding shares of common stock was reclassified as one—tenth (1/10) of a share of
common stock and each of the outstanding shares of non—voting common stock was reclassified as one—tenth (1/10) of a share of
non—voting common stock

On December 23, 2003, the Company completed a public offering of 6,000,000 common shares for $9 00 per share On January 13,
2004, the Company’s underwriters exercised in full their over—allotment option to purchase an additional 900,000 shares of common
stock Including the over—allotment, the Company sold 6,900,000 shares for net proceeds of approximately $56,300 Concurrent with
the completion of the of the public offering on December 23, 2003, the outstanding Senies A preferred stock converted to common
stock and were reclassified as 10371 of a share of common stock, the Sertes B preferred stock converted to common stock and were
reclassified as 14865 of a share of common stock, and, all remaining classes of preferred stock converted to common stock and were
reclassified as one—tenth (1/10) of a share of common stock Additionally the options to purchase Series A preferred stock and the
warrants to purchase Senes A preferred stock converted to options and warrants to purchase common stock and were reclassified as
options to and warrants to purchase 10371 of a share of common stock

On May 7, 2004, pursuant to a proposal ratified by a shareholder vote, all outstanding options to purchase common stock granted prior
to December 18, 2003 under the 2002 Long—Term Incentive Plan with an exercise price of $16 33 per share were cancelled and
replaced with new options with an exercise price of $6 87 per share In accordance with SFAS 123, “Accounting for Stock—Based
Compensation”, the Company has computed the value of the new options granted using the Black—Sholes model

During the fourth quarter of 2004, a significant shareholder liquidated their equity posttion in the Company, including 2,170,127
shares of non—voting stock As a result of the transaction, the non—voting stock converted into common stock As of December 3 I,
2004, the Company has no shares of non—voting stock outstanding

Knology, Inc. stock option plans

In December 2002, the board of directors and stockholders approved the Knology, Inc 2002 Long~Term Incentive Plan (the “2002
Plan”) Effective December 31, 2002 all outstanding awards previously granted under the Broadband 1995 stock option plan (the
“1995 Plan”) and the Knology 1999 Long—Term Incentive Plan (the “1999 Plan™) were canceled Also effective December 31, 2002,
an equal number of the awards canceled under these plans were granted, along with additional awards, under the 2002 Plan The 1995
Plan and the 1999 Plan are no longer maintained by the Company

In 2004, the board of directors and stockholders approved the amendment and restatement of the 2002 Plan (the “Amended 2002
Plan”) The Amended 2002 Plan authonizes the 1ssuance of up to 3 million shares of common stock pursuant to stock option awards
The Amended 2002 Plan 1s admunistered by the compensation and stock option committee of the board of directors Options granted
under the plans are intended to quahfy as “incentive stock options” under Section 422 of the Internal Revenue Code of 1986, as
amended All options are granted at an exercise price equal to the estimated fair value of the common stock at the dates of grant as
determined by the board of directors based on private equity transactions and other analyses The options expire 10 years from the date
of grant, with the exception of options that were granted to replace canceled options The expiration date of replacement options is the
same as the expiration date of the related canceled options

On May 7, 2004, pursuant to a proposal ratified by a shareholder vote, all outstanding options to purchase common stock granted prior
to December 18, 2003 under the 2002 Plan with an exercise price of $16 33 per share were canceled and replaced with new options
granted under the Amended 2002 Plan with an exercise price of $6 87 per share

Statement of Financial Accounting Standards No. 123

The Company follows SFAS No 123, “Accounting for Stock—Based Compensation,” which defines a fair value—based method of
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accounting for an employee stock option or similar equity instrumient and encourages all entities to adopt that method of accounting
for all of their employee stock compensation plans. However, 1t also allows an entity to continue to measure compensation cost for
those plans using the method of accounting prescribed by Accounting Principles Board (“APB™) Opinion No 25, “Accounting for
Stock Issued to Employees ” Entities electing to remain with the accounting methodology required by APB Opinion No 25 must
make pro forma disclosures of net ncome and, 1f presented, earnings per share as 1f the fair value—based method of accounting
defined in SFAS No 123 had been applied

In 2002, the Company elected to adopt the fair value recognition of compensation cost provisions of SFAS No 123 The Company
also elected to report the change 1n accounting principle from APB No 25 using the prospective method 1n accordance with SFAS

No 148, “Accounting for Stock—Based Compensation—Transition and Disclosure Under the prospective method, the recognition of
compensation cost 1s applied to all employee awards granted, modtfied, or settled after the beginning of the fiscal year in which the
recogmition provisions are first applied In December 2002, the Company canceled all outstanding awards for common stock as of
December 31, 2002 and granted an equal number of replacement options at the current fair market value with the same expiration date
as the related canceled option The replacement options, as well as all other awards granted and settled during 2002, were included 1n
the calculation of compensation cost 1n accordance with SFAS No 123 and SFAS No 148 The Company recorded a non—cash stock
option compensation charge of $3,266 related to the replacement and the adoption of the provisions of SFAS No 123 and SFAS no
148 The following represent the expected stock option compensation expense for the next five years assuming no additional grants

2005 $ 1,304
2006 990
2007 603
2008 56
2009 ]

52953

The fair value of stock options was estimated at the date of grant using a Black—Scholes option pricing model and the following

weighted average assumptions 1n 2002, 2003, and 2004

Common 2002 2003 2004
Risk—free interest rate 2 7% 2 82% 2 80-3 94%
Expected dividend yield 0% 0% 0%
Expected lives Four years Four years Four years
Expected volatihty 38% 28% 28%
A summary of the status of the Company’s stock options at December 31, 2004 1s presented in the following table
Weighted
average
Weighted
average Series A exercise
exercise price price
per preferred per
Common
— shares  ___share = __shares = _share
Outstanding at December 31, 2001 705,805 2990 3,026,324 159
Granted 895,886 1990 0 0
Forfeited (796,366) 2990 (68,220) 236
Exercised 26 30 45
Outstanding at December 31, 2002 805,227 $ 18 70 2,908,537 $ 160
Granted 784,209 10 64 0 0
Forfeited (48,896) 1892 (89,340) 326
Exercised (946) 18 70 (209,420) 103
Converted as a result of the public offering 270,660 1541 $ 160
Outstanding at December 31, 2003 1,810,254 $ 14 79 0 0
Granted 1,387,291 748 0 0
Forfetted (1,161,484) 16 33 0 0



Exercised
Outstanding at December 31, 2004

Exercisable shares at December 31, 2004




Table of Contents

The following table sets forth the exercise price range, number of shares, weighted average exercise price, and remaining contractual
lives by groups of similar price and grant date-

Common shares

Weighted
average Weighted

Outstanding  remaining average Exercisable  Average

as of contractual exercise as of exercise

Range of exercise prices 12/31/2004  ___life = _price = 12/31/2004  _price
$2 89-36 76 267,969 631 § 543 110,489 § 542
$6 87-%6 87 749,008 550 § 687 636,948 § 687
$7 30-$8 85 22,130 929 ¥ 799 0 8 0
$9 00-3%9 00 561,687 89 § 900 543,109 § 900
$902-518 80 338,087 835 $ 1082 43,487 § 1580
$20 54-335 68 87,454 443 $ 3005 87,454 § 3005

At December 31, 2004, 1,421,487 options for the Company’s common shares with a weighted average price of $9 27 per share were
exercisable by employees of the Company At December 31, 2003, 909,451 options for the Company’s common shares with a
weighted average of $18 70 per share were exercisable by employees of the Company At December 31, 2002, 443,314 options for the
Company’s common shares with a weighted average price of $18 70 per share were exercisable by employees of the Company At
December 31, 2002, 257,643 options for the Company’s Series A preferred shares with a weighted average price of $12 50 per share
were exercisable by employees of the Company

9. Related Party Transactions

Relatives of the chairman of our board are stockholders and employees of one of the Company’s insurance provider The costs
charged to the Company for insurance services were approximately $141, $927, and $1,962 for the years ended December 31, 2002,
2003, and 2004, respectively

10. Quarter—by—Quarter Comparison (Unaudited)

Summarized quarterly financial data for the years ended December 31, 2003 and 2004 are as follows

Quarters: First _Second = _Third ~  __Fourth _
2003
Operating revenues 40,687 42,869 43,733 45,649
Operating (loss) income (13,688) (12,222) (11,670) (10,053)
Net (loss) income (20,469) (19,450) (31,251) (16,618)
Bastc and diluted net loss per share (122) (1 16) (1 86) (94)
Basic and diluted weighted average shares outstanding 16,753,231 16,763,156 16,767,700 17,688,503
2004
Operating revenues 53,794 52,735 52,065 52,864
Operating (loss) income (11,115) (11,323) (12,678) (10,880)
Net (loss) income (18,366) (18,664) (20,039) (18,495)
Basic and diluted net loss per share (78) (79) (85) (78)
Basic and diluted weighted average shares outstanding 23,552,210 23,685,080 23,685,333 23,688,472

11. Business Held for Sale

During the second quarter 2004, the Company announced 1ts intention to sell its cable assets in Cerritos, California The Company
acquired the Cerritos cable system 1n December 2003 from Verizon Media Ventures Inc in conjunction with its acquisition of Verizon
Media’s Pinellas County, Flortda operations In March 2005, the Company entered into a defimtive asset purchase agreement to sell
1ts cable assets located in Cerritos, Cahformia to WaveDivision Holdings, LLC for $10 0 million 1n cash, subject to customary closing
adjustments The Company expects the sale of the Cerritos system to close in the third quarter of 2005, subject to the satisfaction of
closing conditions, including receipt of regulatory approvals with respect to the municipal franchise in Cernitos, Califormia However,
there can be no assurance that the Company will complete the sale of the Cerritos cable system or that 1t completes the sale in a timely
manner In the event the purchaser does not receive necessary regulatory or other approvals or the other conditions to closing are not
satisfied, the sale will not be completed

Following the guidance of SFAS No 144 “Accounting for the Impairment or Disposal of Long—Lived Assets,” effective April 30,
2004, the Cerritos cable system was deemed to be a long—lived asset to be disposed of based on management’s commitment, plan, and
actions taken to sell the property Therefore, no depreciation expense related to the Cerritos assets will be recorded subsequent to April
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30,2004 The assets and liabihties related to the Cerritos system are separately stated on the Company’s balance sheet The table
below summarizes the major classes of assets and habilities classified as held for sale

December 31,

2004

Assets

Cash $ 53
Accounts Recervable 216
Net Property, Plant, and Equipment 594
Prepayments and Other 24
Total Assets $ 887
Liabtlities

Accounts Payable 215
Accrued Liabilities 48
Unearned Revenue 191
Advance from Affiliate 316
Total Liabilities N 770

The net income associated with the Cerritos cable system since April 30, 2004 1s presented separately in the statement of operations as
income from discontinued operations The Cernitos cable system generated approximately $2,288 of revenue for the pertod that the
assets have been classified as held for sale
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Exhibit 10 62**
INCENTIVE STOCK OPTION
Non—transferable
GRANT TO

NAME
(the “Optionee”’)

the right to purchase from Knology, Inc (the “Company”)
# of Options
shares of 1ts common stock, $0 01 par value, at the price of $1 87 per share

pursuant to and subject to the provisions of the Knology, Inc 2002 Long—Term Incentive Plan (the “Plan™) and to the terms and
conditions set forth on the following page

Unless vesting 1s accelerated in accordance with the Plan or in the discretion of the Commuttee, the remaining Option Shares shall vest
1n accordance with the Optionee Statement attached, provided that Optionee has maintained Continuous Status as a Participant as of
the vesting dates
IN WITNESS WHEREOF, Knology, Inc , acting by and through 1ts duly authorized officers, has caused this Agreement to be
executed as of the Grant Date
KNOLOGY, INC
By Rodger L Johnson

Grant Date

Accepted by Optionee

Name

TERMS AND CONDITIONS

I Grant of Option Knology, Inc (the “Company”) hereby grants to the Optionee named on Page | hereof (“Optionee™), under the
Knology, Inc 2002 Long—Term Incentive Plan (the “Plan™), stock options to purchase from the Company (the “Options™), on the
terms and on conditions set forth in this agreement (this “Agreement™), the number of shares indicated on Page 1 of the Company’s
$0 01 par value common stock, at the exercise price per share set forth on Page 1 Capitalized terms used herein and not otherwise
defined shall have the meanings assigned to such terms in the Plan

2 Vesting of Options The Option shall vest (become exercisable) in accordance with the Optionee Statement included with this
Agreement Notwithstanding the foregoing vesting schedule, upon Optionee’s death, Disability or Retirement during his or her
Continuous Status as a Participant, or upon the effective date of a Change of Control, all Options shall become fully vested and
exercisable

For purposes of computing the number of Option Shares that Optionee has a right to acquire by exercise of these Options,
fractional Shares shall be disregarded and the next higher whole number of Shares shall be used, rounding all fractions upward

3 Period of Options and Limitations on Right to Exercise The Options will, to the extent not previously exercised, lapse upon the

earliest to occur of the following circumstances
(a) 5 00 p m, Eastern Ttme, on the Expiration Date indicated on the Optionee Statement included with this Agreement

(b) Three months after the termination of Optionee’s Continuous Status as a Participant for any reason other than (1) for Cause or



(1) by reason of Optionee’s death or Disability
(c) Twelve months after the date of the termmnation of Optionee’s Continuous Status as a Participant by reason of Disability

(d) Twelve months after the date of Optionee’s death, 1f Optionee dies while employed, or during the three—month pertod described
n subsection (b) above or during the twelve—month period described in subsectton (c) above and before the Options otherwise lapse
Upon Optionee’s death, the Options may be exercised by Optionee’s beneficiary designated pursuant to the Plan

(e) 5 00 p m, Eastern Time, on the date of the termination of Optionee’s Continuous Status as a Participant 1f such termination 1s
for Cause

The Commuttee may, prior to the lapse of the Options under the circumstances described in paragraphs (b), (¢), (d) or (e) above,
extend the time to exercise the Options as determined by the Commuttee 1n wniting, but 1f the Options are so extended, then to the
extent that they are exercised more than three months after the termination of Optionee’s employment other than by death or
Disability, or more than one year after Optionee’s Disability, the Options will automatically become Non—Qualified Stock Options If
Optionee returns to employment with the Company during the designated post—termnation exercise period, then Optionee shall be
restored to the status Optionee held prior to such termination but no vesting credit will be earned for any period Optionee was not in
Continuous Status as a Partictpant If Optionee or his or her beneficiary exercises an Option after termination of service, the Options
may be exercised only with respect to the Shares that were otherwise vested on Optionee’s termination of service

4 Exercise of Option The Options shall be exercised by (a) written notice directed to the Secretary of the Company or his or her
designee at the address and 1n the form specified by the Secretary from time to time and (b) payment to the Company in full for the
Shares subject to such exercise (unless the exercise 1s a broker—assisted cashless exercise, as described below) If the person
exercising an Option 1s not Optionee, such person shall also deliver with the notice of exercise appropnate proof of his or her right to
exercise the Option Payment for such Shares shall be in (a) cash, (b) Shares previously acquired by the purchaser, which have been
held by the purchaser for at least s1x months, or (c) any combination thereof, for the number of Shares specified 1n such written notice
The value of surrendered Shares for this purpose shall be the Fair Market Value, calculated as provided 1n the Plan, as of the last
trading day immediately prior to the exercise date To the extent permitted under Regulation T of the Federal Reserve Board, and
subject to applicable secunities laws and any limitations as may be applied from time to time by the Commuttee (which need not be
untform), the Options may be exercised through a broker in a so—called “cashless exercise” whereby the broker sells the Option
Shares on behalf of Optionee and delivers cash sales proceeds to the Company 1n payment of the exercise price In such case, the date
of exercise shall be deemed to be the date on which notice of exercise is received by the Company, legal title to the Option Shares
shall be deemed to have passed to Optionee on the exercise date, and the exercise price shall be delivered to the Company by the
settlement date

5 Beneficiary Designation Optionee may, in the manner determined by the Commuttee, designate a beneficiary to exercise the
nghts of Optionee hereunder and to receive any distribution with respect to the Options upon Optionee’s death A beneficiary, legal
guardian, legal representative, or other person claiming any rights hereunder 1s subject to all terms and conditions of this Agreement
and the Plan, and to any additional restrictions deemed necessary or appropriate by the Commuttee If no beneficiary has been
designated or survives Optionee, the Options may be exercised by the legal representative of Optionee’s estate, and payment shall be
made to Optionee’s estate Subject to the foregoing, a beneficiary designation may be changed or revoked by Optionee at any time
provided the change or revocation 1s filed with the Company

6 Limitation of Rights The Options do not confer to Optionee or Optionee’s beneficiary designated pursuant to Paragraph 5 any
rights of a shareholder of the Company unless and until Shares are 1n fact 1ssued to such person in connection with the exercise of the
Options Nothing in this Agreement shall interfere with or imit in any way the right of the Company or any Affiliate to terminate
Optionee’s service at any time, nor confer upon Optionee any right to continue in the service of the Company or any Affiliate

7 Stock Reserve The Company shall at all times during the term of this Agreement reserve and keep available such number of
Shares as will be sufficient to satisfy the requirements of this Agreement

8 Restrictions on Transfer and Pledge No right or interest of Optionee in the Options may be pledged, encumbered, or
hypothecated to or in favor of any party other than the Company or an Affiliate, or shall be subject to any lien, obligation, or liability
of Optionee to any other party other than the Company or an Affiliate The Options are not assignable or transferable by Optionee
other than by will or the laws of descent and distribution The Options may be exercised during the hifetime of Optionee only by
Optionee

9 Restrictions on Issuance of Shares If at any time the Commuttee shall determine in 1ts discretion, that registration, listing or
qualification of the Shares covered by the Options upon any Exchange or under any foretgn, federal, or local law or practice, or the
consent or approval of any governmental regulatory body, 1s necessary or desirable as a condition to the exercise of the Options, the
Options may not be exercised in whole or in part unless and until such registration, listing, qualification, consent or approval shall
have been effected or obtained free of any conditions not acceptable to the Commuttee

10 Notfication of Disposition Optionee agrees to notify the Company in writing within 30 days of any disposition of Shares
acquired by Optionee pursuant to the exercise of the Options, 1f such disposition occurs within two years of the Grant Date, or one
year of the date of exercise, of the Options The Company has the authority and the right to deduct or withhold, or require Optionee to
remt to the Company, an amount sufficient to satisfy federal, state, and local taxes required by law to be withheld with respect to any
disposition of Shares prior to the expiration of two years of the Grant Date, or one year of the date of exercise, of the Options



11 Interpretation It s the intent of the parties hereto that the Options qualify for incentive stock option treatment pursuant to, and
to the extent permitted by, Section 422 of the Code All provisions hereof are intended to have, and shall be construed to have, such
meanings as are set forth in applicable provisions of the Code and Treasury Regulations to allow the Options to so qualify To the
extent that such any portion of the Options fail to qualify for incentive stock option treatment pursuant to Section 422 of the Code,
such nonqualifying portion of the Options shall be Non—Qualified Stock Options, governed under Section 83 of the Code

12" Plan Controls The terms contamed in the Plan are incorporated (nto and made a part of this Agreement and this Agreement
shall be governed by and construed n accordance with the Plan In the event of any actual or alleged conflict between the provisions
of the Plan and the provisions of this Agreement, the provisions of the Plan shall be controlling and determinative

13 Successors This Agreement shall be binding upon any successor of the Company, 1n accordance with the terms of this
Agreement and the Plan

14 Severabihty If any one or more of the provisions contained in this Agreement 1s 1nvalid, 1llegal or unentorceable, the other
provisions of this Agreement will be construed and enforced as if the invalid, 1llegal or unenforceable provision had never been
included

15 Notice Notices and communications under this Agreement must be in writing and either personally delivered or sent by
registered or certified United States mail, return receipt requested, postage prepaid Notices to the Company must be addressed to

Knology, Inc

1241 O G Skinner Drive
West Point, Georgia 31833
Attn General Counsel

or any other address designated by the Company 1n a written notice to Optionee Notices to Optionee will be directed to the address of
Optionee then currently on file with the Company, or at any other address given by Optionee in a written notice to the Company



Exhibit 21.1
Subsidiaries of Knology, Inc.:

Interstate Telephone Company (Georgia)
Valley Telephone Co , LLC (Alabama)
Globe Telecommunications, Inc (Georgia)
ITC Globe, Inc (Delaware)

Knology of Knoxville, Inc (Delaware)
Knology of Lexington, Inc (Delaware)
Knology of Louisville, Inc (Delaware)
Knology of Nashville, Inc (Delaware)
Knology of Kentucky, Inc (Delaware)
Knology New Media, Inc (Delaware)
Knology Broadband of Florida, Inc (Delaware)
Knology Broadband of California, Inc (Delaware)
Knology Broadband, Inc (Delaware)
Knology of Augusta, Inc (Delaware)
Knology of Charleston, Inc (Delaware)
Knology of Columbus, Inc (Delaware)
Knology of Huntsville, Inc (Delaware)
Knology of Montgomery, Inc (Alabama)
Knology of Alabama, Inc (Delaware)
Knology of Florida, Inc (Delaware)
Knology of Georgia, Inc (Delaware)
Knology of South Carolina, Inc (Delaware)
Knology of Tennessee, Inc (Delaware)



EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in the Registration Statements of Knology, Inc (“Knology”) No 333-103248 on
Form S—8 and Nos 333—120745 and 333—117675 on Form S—3 of our report dated March 28, 2005, relating to the consoltdated
financial statements of Knology for the years ended December 31, 2004, 2003 and 2002 appearing mn this Annual Report on Form
10—K of Knology for the year ended December 31, 2004
Deloitte & Touche LLP

Atlanta, Georgia
March 28, 2005



EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
I, Rodger L. Johnson, President and Chief Executive Officer of Knology, Inc , certify that
1 I have reviewed this Annual Report on Form 10—-K of Knology, Inc,

2 Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a matertal fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not musleading with
respect to the period covered by this report,

3 Based on my knowledge, the financial statements, and other financial informatton included in thss report, fairly present 1n all
matertal respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report,

4 The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a—15(e) and 15d—15(g)) for the registrant and have

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidianes, 1s made
known to us by others within those entities, particularly during the peniod in which this report 1s being prepared,

b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report
based on such evaluation, and

c) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has matenally
affected, or 1s reasonably likely to matenally affect, the registrant’s internal control over financial reporting, and

5 The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit comnuttee of the registrant’s board of directors (or persons performing
the equivalent functions)

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting

which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information, and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting

Date March 31, 2005

[s/ Rodger L. Johnson

Rodger L Johnson
President and Chief Executive Officer



EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
I, Robert K Mills, Chief Financial Officer of Knology, Inc, certify that
1 I'have reviewed this Annual Report on Form 10—K of Knology, Inc

2 Based on my knowledge, this report does not contain any untrue statement of a matenal fact or omit to state a material fact
necessary to make the statements made, in hight of the circumstances under which such statements were made, not misleading with
respect to the pertod covered by thss report,

3 Based on my knowledge, the financial statements, and other financial informatton included 1n this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report,

4 The registrant’s other certifying officer(s) and I are responsible for establishing and maintamning disclosure controls and
procedures (as defined in Exchange Act Rules 13a—15(e) and 15d—15(e)) for the registrant and have

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidharies, 1s made
known to us by others within those entities, particularly during the pertod i which this report 1s being prepared,

b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented 1n this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report
based on such evaluation, and

¢) Disclosed n this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has matenally
affected, or 1s reasonably likely to matenially affect, the registrant’s internal control over financial reporting, and

5 The registrant’s other certifying officer(s) and [ have disclosed, based on our most recent evaluation of internal control over

financial reporting, to the registrant’s auditors and the audit commuttee of the registrant’s board of directors (or persons performing
the equivalent functions)

a) All significant deficiencies and material weaknesses m the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information, and

b) Any fraud, whether or not material, that involves management or other employees who have a sigmificant role in the
registrant’s internal control over financial reporting

Date March 31, 2005

[s/ Robert K. Mills

Robert K Mills
Chief Financial Officer



EXHIBIT 32.1

STATEMENT OF THE CHIEF EXECUTIVE OFFICER
OF KNOLOGY, INC.
PURSUANT TO 18 U.S.C. § 1350
AS ADOPTED PURSUANT TO
§ 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned hereby certifies in his capacity as an officer of Knology, Inc (the “Company”) that, to his knowledge, this annual
report on Form 10-K for the period ended December 31, 2004 as filed with the Securtties and Exchange Commussion on the date
hereof (this “Report”), fully complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934, and the

information contained 1n this Report fairly presents, 1n all matenal respects, the financial condition and results of operations of the
Company

Dated March 31, 2005

{s/ Rodger 1. Johnson

Rodger L Johnson
President and Chief Executive Officer



EXHIBIT 32.2

STATEMENT OF THE CHIEF FINANCIAL OFFICER
OF KNOLOGY, INC.
PURSUANT TO 18 U.S.C. § 1350
AS ADOPTED PURSUANT TO
§ 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned hereby certifies 1n his capacity as an officer of Knology, Inc (the “Company”) that, to his knowledge, this annual
report on Form 10-K for the period ended December 31, 2004, as filed with the Securittes and Exchange Comnussion on the date
hereof (this “Report™), fully complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934, and the
information contained 1n this Report fairly presents, 1n all material respects, the financial condition and results of operations of the
Company

Dated March 31, 2005

[s/ Robert K. Mills

Robert K Mills
Chief Financial Officer
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State of Delaware

Office of the Secretary of State

PAGE 1

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF

DELAWARE, DO HEREBY CERTIFY THE.ATTACHED IS A TRUE AND CORRECT

COPY OF THE CERTIFICATE OF AMENDMENT OF "KNOLOGY, INC.", FILED

- ®

IN THIS OFFICE ON THE NINETEENTH DAY OF JUNE, A.D. 2001, aT 1

LR

O'CLOCK P.M.

Harriet Smith Windsor, Secretary of State

2947185 8100 AUTHENTICATION: 1199808

010295683 DATE: 06-20-01



STATE OF DELAWARE
SECRETARY OF STATE
DIVISION OF CORPORATIONS
FILED 01:00 PM 06/19/2001
010293698 —~ 2947185

CERTIFICATE OF AMENDMENT OF
AMENDED AND RESTATED CERTIFICATE OF INCORFORATION
OF
KNOLOGY, INC.

Knology, lnc. (the “Corporation™), & corporation organized and existing under the
General Corporation Law of the State of Delaware (the “DGCL"), does hereby certify as
follows:

FIRST: That in accordance with the requirements of Section 141 and 242 of the
DGCL, the Board of Directors of the Corporation, acting at a mecting duly called and
convened on May 16, 2001, duly adopted resolutions. (1) proposing and declaring
advisable the amendment to the Amended and Restated Certificate of Incorporation of the
Corporation to change the definition of “Second Closing Deadline™ in Section 4.4.5 of
the Amended and Restated Certificate of Incorporation of the Corporation and (2)
recommending that such amendment be submitted to the stockholders of the Corporation
for their consideration and approval by written cansent.

SECOND: That the amendment to the Amended and Restated Certificate of
Incorporation of the Corporation is as follows:

The definition of “Second Closing Deadline” 1 Section 4.4.5 of the Amended and
Restated Certificate of Incorporation is hercby deleted in it 1s entirety and replaced with
the following:

“Second Closing Deadline™ means June 30, 2001.

THIRD: That thereafter, pursuant to resolutions of the Board of Directors, the
stockholders of the Corporation, acting by written cansent in accordance with Sections
228 and 229 of the DGCL, duly approved the aforesaid amendment to the Amended and
Restated Certificate of Incorporation of the Corporation.

FOURTH: That the aforesaid amendment to the Amended and Restated
Certificate of Incorporation of the Corporation was duly adopted in accordance with the
provisions of Sections 141, 228, 229 and 242 of the DGCL.

FIFTH: That said amendment is to become effective npon the filing of this
Certificate of Amendment.

IN WITNESS WHEREOF, Knelogy, Inc has caused this certificate to be signed
by its euthorized officer, this _\Q¥~ _ day of Junc, 2001

By: Chad S. Wachter
Tatle Secretary




State of Delaware
PAGE 1

Office of the Secretary of State ,

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT
COPY OF THE RESTATED CERTIFICATE OF "KNOLOGY, INC.", FILED IN
THIS OFFICE ON THE TWELFTE DAY OF JANUARY, A.D. 2001, AT 9
O'CLOCK A .M.

A FILED COPY OF THIS CERTIFICATE HAS BEEN FORWARDED TO THE

NEW CASTLE COUNTY RECORDER OF DEEDS.

Hont donicts W

Secretary of State

2947185 8100 AUTHENTICATION: 0913974

010020452 DATE: 01-12-01
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ANMENDED AND RESTATED
CERTIFICATE OQF INCORPORATION
QF

KNOLOGY, INC.

The undextigned, being the Presiden: and Chief BExecufive Ofice
: r and the Co
Sccctary, respectively, of KNOLOGY, Inc., 2 carporatian ocganized snd existing un;cr mf?:::
of the State of Delawars, on behalf of =zid sorporstion, heveby certify as followa:

FIRST: The pams of the carporation (heroina®er the "Capaition”) is KNOLOGY, Inc.
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Corparation Law of the State of Delawara, e ne 228, 242 md 245 of the Genersl

IN WITNESS WHEREQF, we have cxooutod this Certifidais this /2 day of

_AZ:W_‘_Z 22041,
Gt L Robnan

President sad Chief Brec{itiva Officer

m; g%é@%—

orporate Secretary

STATE OF DELAWARE
SECRETARY OF STATE
DIVISION OF CORPORATIONS
FILED 09-00 &AM 01/12/2001
010020452 — 2947185




State of Delaware
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STATE OF DELAWARE
SECRETARY OF STATE
DIVISION OF CORPORATIONS
FILED 09 00 AM 09/23/1998
9681368147 — 2947185

CERTIFICATE OF INCORPORATION
OF
ENQLOGY, INC. .

1. NAME
The name of the corperation is KNOLOGY, Inc. (the “Corporation”).

2. REGISTERED OFFICE AND AGENT

The registered office of the Corparation shall be located at 1013 Centre
Road, Wilmington, Delaware 18805 in the County of New Castle. The registered
agent of the Corporation at such address shall be Corporation Service Company.

3. PURPOSE AND POWERS

The purpose of the Corporation is to engage in any lawful act or
activity for which corporations may be organized under the General Corporation
Law of the State of Delaware as from time to time amended (the “Delaware
General Corporation Law”). The Coxporation shall have all power necessary or
helpful to engage in such acte and activities.

4. CAPITAL STOCK

4.1. Authorized Shares; Increase in Anthorized Shares

The total number of shaves of all classes of stock that the Corperation
shall have the authority to issue iz 55,000,000 shares, of which 50,000,000 shares
shall be classified as shares of Common Stock, with a par value of $0.01 per share
(“Coxnon Stock™), and 5,000,000 shares shall be classified as shares of Preferred
Stock, with a par value of $0.01 per share (“Preferred Stock”. The Board of
Directors expressly is autharized to provide for the issusnce of shares of Preferred

- Btock in one or more series without the approval of the stockholders of the
Corporation. The number of authorized shares of any class of stock of the
Corporation may be increased or decreased (but not below the number of shares
thereof then outstanding) by the affirmative vote of the holders of a majority of the
capital stock of the Corporation entitled to vote (irrespective of the right to vote
thereupon as a class that the holders of the shares of any such class would
otherwise be entitled to under Section 2d2(b)(2) of the Delaware Genergl
Corporation Law).



4.2, Common Stock
4.2.1 Relative Rights

The Common Stock shall be subject to all of the rights, privileges,
preferences and priorities of the Preferred Stock as set forth m the certificates of
designations filed to establish the respective series of Preferred Stock. Each share
of Common Stock shall have the same relative rights as, and be identical in all
respects to, all the other shares of Common Stock.

4.2.2 Voting Rights

Each holder of record of shares of Common Stock shall be entitled to
attend all special and annual meetings of the stockholders of the Corporation and,
share for share and without regard to class, together with the holders of all other
classes of stock entitled to attend such meetings and to vote (except any class or
series of stock having special voting rights), to cast one vote in person or by proxy
for each outstanding share of Common Stock so held upon any matter or thing
(including, without limitation, the election of one or more directors) properly
considered and acted upon by the stockholders.

4.2.3 Dividends

Subject to the rights, if any, of the holders of shares of Preferred Stock,
the holders of record of the Common Stock, and any class or series of stock entitled
to participate therewith as to dividends, shall be entitled to receive dividends,
when, as and if declared by the Board of Directors, out of any assets legally
available for the payment of dividends thereon.

4.2.4 Dissolution, Liquidation, Winding Up

In the event of any dissolution, liquidation or winding up of the
Corporation (whether voluntary or involuntary), the holders of record of the
Common Stock then outstanding, and all holders of any class or series of stock
entitled to participate (in whole or in part) therewith as to distribution of assets,
shall become entitled to participate equally on a per-share basis in the distribution
of any assets of the Corporation remaining after the Corporation shall have paid or
provided for payment of all debts and liabilities of the Corporation, and shall have
paid (or set aside for payment) to the holders of any class or series of stock having
preference over the Common Stock in the event of dissolution, liquidation or
winding up, the full preferential amounts (if any) to which they are entitled.




4.3. Preferred Stock
4.3.1 Issuance, Designations, Powers, Etc.

The Board of Directors expressly is authorized, subject to limitations
prescribed by the Delaware General Corporation Law and the provisions of this
Certificate of Incorporation, to provide (by resolution and by filing a certificate of
designations pursuant to the Delaware General Corporation Law) for the issuance
from tume to time of the shares of Preferred Stock in one or more series, to establish
from time to time the number of shares to be included in each such series, and to fix
the designation, powers, preferences and other rights of the shares of each such
series and to fix the qualifications, limitations and restrictions thereon, mcluding,
but without limiting the generality of the foregoing, the following:

@) the number of shares constituting that series and the distinctive
designation of that series;

@) the dividend rate on the shares of that series, whether dividends
shall be cumulative, and, if so, from which date or dates, and the relative rights of
priority, if any, of payment of dividends on shares of that series;

(iii) whether that series shall have voting rights, in addition to the
voting rights provided by law, and, if 50, the ferms of such voting rights;

(iv) whether that series shall have conversion privileges, and, if so,

the terms and conditions of such conversion, including provision for adjustment of
the conversion rate in such events as the Board of Directors shall determine;

(v)  whether or not the shares of that series shall be redeemable,
and, if so, the terms and conditions of such redemption, including the dates upon or
after which they shall be redeemable, and the amount per share payable in case of
redemption, which amount may vary under different conditions and at different
redemption dates;

(vi) whether that series shall have a sinking fund for the redemption
or purchase of shares of that series, and, if so, the terms and amount of such sinking
fund;

(vii) the rights of the shares of that series in the event of voluntary or
involuntary liquidation, dissolution or winding up of the Corporation, and the
relative rights of priority, if any, of payment of shares of that series; and

(viii) any other relative powers, preferences, and rights of that series,
and qualifications, limitations or restrictions on that series.



4.3.2 Dissolution, Liguidation, Winding Up

In the event of any liquidation, dissolution or winding up of the
Corporation, whether voluntary or involuntary, the holders of Preferred Stock of
each series shall be entitled to receive only such amount or amounts as shall have
been fixed by the certificate of designations or by the resolution or resolutions of the
Board of Directors providing for the issuance of such series.

4.4. Redemption.

Notwithstanding any other provision of this Certificate of
Incorporation to the contrary, outstanding shares of stock of the Corporation shall
always be subject to redemption by the Corporation, by action of the Board of
Directors, if in the judgment of the Board of Directors such action should be taken,
pursuant to Section 151(b) of the Delaware General Corporation Law or any other
applicable provision of law, to the extent necessary to prevent the loss or secure the
reinstatement of any license or franchise from any governmental agency held by the
Corporation or any of its subsidiaries to conduct any portion of the business of the
Corporation or any of its subsidiaries, which License or franchise is conditioned upon
some or all of the holders of the Corporatiom’s stock possessing prescribed
qualifications. The terms and conditions of such redemption shall be as follows:

(a) The redemption price of the shares to be redeemed pursuant to
this Section 4.4 shall be determined by the Board of Directors and shall be equal to
the Fair Market Value (as defined herein) of such shares or, if such shares were
purchased by one or more Disqualified Holders (as defined herein) within one year
of the Redemption Date (as defined herein), the lesser of @) the Fair Market Value
of such shares and (ii) the purchase price paid by such Disqualified Holder for such
shares.

(b) At the election of the Corporation, the redemption price of such
shares may be paid in cash, Redemption Securities (as defined herein) or any
combination thereof.

(c) If fewer than all shares held by Disqualified Holders are to be
redeemed, the shares to be redeemed shall be selected in such manner as shall be
determined by the Board of Directors, which may include selection first of the most
recently purchased shares thereof, selection by lot or selection in any other manner
determined by the Board of Directors.

(d) At least 30 days’ prior written notice of the Redemption Date
shall be given to any Disqualified Holder of shares selected to be redeemed (unless
waived in writing by any such holder), provided that the Redemption Date may be
the date on which written notice shall be given to such holder if the cash or
Redemption Securities necessary to effect the redemption shall have been deposited
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in trust for the benefit of such holder and subject to immediate withdrawal by it
upon surrender of the stock certificates formerly representing the shares redeemed.

(¢) From and after the Redemption Date, any and all rights of
whatever nature that any Disqualified Holder may have with respect to any shares
selected for redemption (including, without limitation, any rights to vote or
participate in dividends declared on stock of the same class or series as such shares)
shall cease and terminate, and such Disqualified Holder shall thenceforth be
entitled only to receive, with respect to such shares, the cash or Redemption
Securities payable upon redemption.

(f) The Board of Directors may also impose additional terms and
conditions.

(g) For purposes of this Section 4.4:

Q) “Disqualified Holder” shall mean any holder of shares of
stock of the Corporation whose holding of such stock, either
individually or when taken together with the holding of
shares of stock of the Corporation by any other bolders, may
result, in the judgment of the Board of Directors, in the loss
of, or the failure to secure the reinstatement of, any license
or franchise from any governmental agency held by the
Corporation or any of its subsidiaries to conduct any portion
of the business of the Corporation or any of its subsidiaries.

(i) “Fair Market Value” of a share of the Corporation's stock of
any class or series shall mean the average Closing Price (as
defined herein) for such a share for each of the 45 most
recent days on which shares of stock of such class or series
shall have been traded preceding the day on which notice of
redemption shall be given pursuant to paragraph (d) of this
Section 4.4; provided, however, that if shares of stock of
such class or series are not traded on any securities exchange
or in the over-the-counter market, “Fair Market Value” shall
be determined by the Board of Directors in good faith.
“Closing Price” on any day means the reported closing
sales price or, in case no such sale takes place, the average of
the reported closing bid and asked prices on the principal
United States securities exchange registered under the
Securities Exchange Act of 1934 on which such stock is
listed, or, if such stock is not listed on any such exchange, the
highest closing sales price or bid quotation for such stock on
the Nasdaq National Market of The Nasdaq Stock Market,
Inc. or any system then in use, or if no such prices or
quotations are available, the fair market value on the day in

5.



question as determined by the Board of Directors in good
faith.

(i) “Redemption Date” shall mean the date fixed by the Board
of Directors for the redemption of any shares of stock of the
Corporation pursuant to this Section 4.4.

(iv) “Redemption Securities” shall mean any debt or equity
securities of the Corporation, any of its subsidiaries or any
other corporations, or any combination thereof, having such
terms and conditions as shall be approved by the Board of
Directors and which, together with any cash to be paid as
part of the redemption price, in the opinion of any
investment banking firm selected by the Board of Directors
(which may be a firm which provides other investment
banking, brokerage or other services to the Corporation), has
a value, at the time notice of redemyption is given pursuant to
paragraph (d) of this Section 4.4, at least equal to the price
required to be paid pursuant to paragraph (a) of this
Section 4.4 (assuming for purposes of such valuation, in the
case of Redemption Securities to be publicly traded, such
Redemption Securities were fully distributed and trading
under normal conditions).

5. INCORPORATOR; BOARD OF DIRECTORS

5.1. Incorporator

The name and mailing address of the incorporator (the
"Incorporator”) is Kimberley E. Thompson, ¢/o ITC Holding Company, Inc., 1239
O. G. Skinner Drive, West Point, Georgia 31833. The powers of the Incorporator
shall terminate upon the filing of this Certificate of Incorporation.

5.2. Classification

Except as otherwise provided in this Certificate of Incorporation or a
certificate of designations relating to the rights of the holders of any series of
Preferred Stock, voting separately by series, to elect additional directors under
specified circumstances, the number of directors of the Corporation shall be as fized
from time to time by the Board of Directors of the Corporation. The directors, other
than those who may be elected by the holders of any series of Preferred Stock voting
separately by series, shall be classified, with respect to the time for which they
severally hold office, into three classes, Class I, Class IT and Class III, which shall
be as nearly equal in number as possible, and shall be adjusted from time to time by
the Board of Directors to maintain such proportionality. Each imitial director in
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Class I shall hold office for a term expiring at the 2001 annual meeting of
stockholders, each initial director in Class IT shall hold office for a term expiring at
the 2000 annual meeting of stockholders, and each initial director in Clags II shall
hold office for a term expiring at the 1999 annual meeting of stockholders.
Elections of directors need not be by written ballot.

Notwithstanding the foregoing provisions of this Section 5.2, each
director shall serve until such director’'s successor is duly elected and qualified or
until such director’s earlier death, resignation or removal. At each annual meeting
of stockholders, the successors to the class of directors whose texrm expires at that
meeting shall be elected to hold office for a term expiring at the annual meeting of
stockholders beld in the third year following the year of their election and until
their successors have been duly elected and qualified or until any such director’s
earlier death, resignation or removal. Except as set forth below with respect to
vacancies and newly created directorships, directors shall be elected by a plurality
of the votes of the shares present in person or represented by proxy at the meeting
and entitled to vote on the election of directors.

5.3. Initial Directoxs

The following persons, having the following mailing addresses, shall
serve as the directors of the Corporation uutil the first annual meeting of the
stockholders of the Corporation or until their successors are elected and qualified:

NAME CLASS MAILING ADDRESS

Campbell B. Lanier, III I ITC Holding Company, Inc.
1239 O. G. Skinner Drive
West Point, Georgia 31833

William H. Scott, IXI I ITC Holding Company, Inc.
1239 O. G. Skinner Drive
West Point, Georgia 31833

William E. Morrow I Knology Holdings, Inc.

1241 O. G. Skinner Drive
West Point, Georgia, 31833

5.4. Removal
Except as otherwise provided pursuant to the provisions of this
Certificate of Incorporation or a certificate of designations relating to the rights of

the holders of any series of Preferred Stock, voting separately by series, to elect
directors under specified circumstances, any director or directors may be removed
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from. office at any time, but only for cause and only by the affirmative vote of not
less than 66-2/3% of the total number of votes of the then outstanding shares of
stock of the Corporation entitled to vote generally in the election of directors, voting
together as a single class, and only if notice of such proposal was contained in the
notice of such meeting. At least 30 days prior to any meeting of stockholders where
the removal of directors prior to expiration of their term in office will be considexred,
written notice shall be sent to the director or directors whose removal will be
considered at such meeting. Any vacancy in the Board of Directors resulting from
any such removal or otherwise shall be filled in accordance with Section 5.5 hereof.

5.5. Vacancies and Change of Authorized Number

Vacancies and newly created directorships resulting from any increase
in the authorized number of directors elected by all of the stockholders having the
right to vote as a single class may only be filled by a vote of the majority of the
directors then in office, although fewer than a quorum, or by a sole remaining
director. In the event that one or more directors resign from the board, effective at
a future date, a majority of the directors then in office, including those who have so
resigned, shall have the power to fill such vacancy or vacancies, the vote thereon to
take effect when such resignation or resignations shall become effective.
Notwithstanding the foregoing, whenever the holders of any class or classes of stock
or series thereof are entitled to elect one or more directors by the provisions of this
Certificate of Incorporation, vacancies and newly created directorships of such class
or classes or series may only be filled by a majority of the directors elected by such
class or classes or series thereof in office, or by a sole remaining director so elected.
Each director chosen in accordance with this Section 5.5 shall hold office until the
next election of the class foxr which such director shall have been chosen, and until
such director's successor is elected and qualified, or until the director’s earlier
death, resignation or removal.

5.6. Directors Elected by Holders of Preferred Stock

Notwithstanding the foregoing, whenever the holders of any one or
more classes or series of Preferred Stock issued by the Corporation shall have the
right, voting separately by class or series, to elect directors at an annual or special
meeting of stockholders, the election, term of office, filling of vacancies, removal and
other features of such directorships shall be governed by the terms of the certificate
of designations applicable thereto, and such directors so elected shall not be divided
into classes pursuant to Section 5.2 unless expressly provided by the certificate of
designations.

5.7. Limitation of Liability

No director of the Corporation shall be liable to the Corporation or its
stockholders for monetary damages for any breach of fiduciary duty as a director;
8



provided, however, that this provision shall not eliminate or limit the liability of a
director: (a) for any breach of the director's duty of loyalty to the Corporation or its
stockholders; (b) for acts or omissions that are not in good faith or that involve
intentional misconduct or a knowing violation of law; (c) for liability under Section
174 of the Delaware General Corporation Law; or (d) for any transaction from which
the director received any improper personal benefit. Any repeal or modification of
this Section 5.7 shall be prospective only, and shall not adversely affect any right
or protection of a director of the Corporation existing at the time of such repeal or
modification with respect to acts or omissions occurring prior to such repeal or
modification.

6. SPECIAL MEETINGS OF STOCKHOLDERS

Special meetings of the stockholdexrs may be called at any time but
only by (2) the chairman of the board of the Corporation or (b) a majority of the
directors in office, although less than a quorum.

7. AMENDMENT OF CERTIFICATE OF INCORPORATION

Notwithstanding any other provisions of this Certificate of
Incorporation or the Bylaws of the Corporation (and notwithstanding the fact that a
lesser percentage may be specified by law, this Certificate of Incorporation or the
Bylaws of the Corporation), the affirmative vote of 66-2/3% of the total number of
votes of the then outstanding shares of capital stock of the Corporation entitled to
vote generally in the election of directors, voting together as a single class, shall be
required to amend or repeal, or to adopt any provision inconsistent with the purpose
ox intent of, Section 5 or Section 6 hereof, and this Section 7. Notice of any such
proposed amendment, repeal or adoption shall be contained in the notice of the
meeting at which it is to be considered. Subject to the provisions set forth herein,
the Corporation reserves the right to amend, alter, repeal or rescind any provision
contained in this Certificate of Incorporation in the maunner now or hereafter
prescribed by law.

8. AMENDMENT OF BYLAWS

In furtherance and not in limitation of the powers conferred by the
Delaware General Corporation Law, the Board of Directors is expressly authorized
and empowered to adopt, amend and repeal the Bylaws of the Corporation.
Notwithstanding any other provisions of this Certificate of Incorporation or the
Bylaws of the Corporation (and notwithstanding the fact that a lesser percentage
may be specified by law, this Certificate of Incorporation or the Bylaws of the
Corparation), in order for the stockholders of the Corporation to amend or repeal the
Bylaws of the Corporation, the affirmative vote of 66-2/3% of the total number of
votes of the then outstanding shares of capital stock of the Corporation entitled to
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vote generally in the election of directors, voting together as a single class, shall be
required.

% %k k%

IN WITNESS WHEREOF, the Incorporator has executed this
Certificate of Incorporation as of this may of September, 1998

LA

Kimberley E. Thompson
Incorporator
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I, Cathy Cox, the’ Secretary of State and .the Corporatlons Commissioner of the
State of Georgia, do hereby certify under ‘the seal of my‘office that

o

o KNOLOGY é

<
re
s
22
v

cr e ompa LT
"

g e M
P .

has Dbeen duly’ 1ncorporatednunder the laws*of the jurlsdlctlon set forth above
and has filed an appllcatlon meeting . the°frequ1rements pf Georgia law to
transact business as a forelgni corporatlon 1n thlS state 3j?

f s R P N “ {.—f
WHEREFORE, by the authority veste&’ in’ me as Corﬁdrations Commissioner,
the above named corporation' is hereby”. granted, on the’ ' "effective date stated
above, a certificate of authority to transact business in the State of Georgia
as provided by Title 14 of the Official Code of Georgia’ Annotated.
WITNESS my hand and official seal in the City of Atlanta and the State of
Georgia on the date set forth above s

L0 ORI

Al B0

Cathy Cox
Secretary of State




OFFICE OF SECRETARY OF STATE
CORPORATIONS DIVISION
315 West Tower, #2 Martin Luther King, Jr Dnve WARREN RARY
Atlanta, Georgia 30334-1530
(404) 656-2817

Regrstered agent, officer, entity status information via the Intemet QUINTILIS B ROBINSON
CATHY COX http //www sos state ga us/corporations Deputy Director
Secretary of State - APPLICATION FOR CERTIFICATE OF AUTHORITY pay

FOR FOREIGN CORPORATION

Director

DO NOT WRITE IN SHADED AREA

DOCKET# T . 7. .. ’peNoweg - - ¢ * CONTROLg

-

oocxs’r cooe Co. e CDATERILED i AMOUNT Lt ',' WU GHECKHL

. TYPECODE - .. T  EXAMINER™ . ,i"-. JURISD!CTION CODE

NOTICE TO APPLICANT. PRINT PLAINLY OR TYPE REMAINDER OF THIS FORM

1 Knology, Inc.

Corporate Name
12/01/1999

Name Reservation Number (Optional)

Date business commenced (or proposed) In Georgia  (NOTE  In the filing of “Profit” corporations, if the date provided here 1s more than 30 days
pnor to the date the application is received by the Secretary of State, a $500 penalty FOR EACH YEAR OR PART THEREOF, will be assessed )

2 Lesley E. Hanchrow

202-756-3351
Applicant/Attorney

Telephone Number

601 Pennsylvania Avenue, N.W., 1lth Floor, North Building

Address
Washington, D.C. 20004-2601
City State Zip Code
3 1241 0.G. Skinner Drive, West Point GA 31833
Pancipal Office Mailing Address City State Zip Code
4 Corporation Service Company < = o
Name of Registered Agent in Georgia = g
. <~ #=0D
4845 Jimmy Carter Boulevard < = =
Registered Office Street Address in Georgia = r\) -
Norcross, Gwinnett GA & l:‘300—'?93
City County State 7n —= Zipfode
5 Circle ONE Junsdiction Date of Incorporation P&nod f'Duranon,
{Home State/Country) =< ny _ﬂ
PROFIT NONPROFIT Delaware/USA 9/23/98 perp'l 432 'j
6 Rodger L. Johnson 1241 0.G. Skinomer Drive West Point, = GA 31833
Officer / CEOQ Address City State Zip Code
Robert K. Mills 1241 0.G. Skinner Drive West Point, GA 31833
Officer / CFO Address City State Zip Code
Chad S. Wachter 1241 0.G. Skinner Drive West Point, GA 31833
Officer / SEC Address City State Zip Code
Rodger L. Johnson 1241 0.G. Skinner Drive West Point, GA 31833
Director Address City State Zip Code
Richard S. Bodman 1241 0.G. Skinner Drive West Point, GA 31833
Director Address City State Zip Code
Alan A. Burgess 1241 0.G. Skinner Drive West Point, GA 31833
Direclor Address City Siate Zip Code
7 NOTICE Mail or deliver the following items to the Secretary of State at the above address

(1) Onginal and one copy of this application

(2) An ORIGINAL certificate of existence, not more than 90 days old, certified by the home state or country must be sent in with thts application A
photocopy WILL NOT be accepled Certificate from home state must accompany application and be no more than 80 days old

(3) Fihng fee of $170 00 (Profit) or $70 00 (Nonprofit) payable 1o “Secretary of State " Filing fees are NON-refundable

= /////ﬁ// 2/272/ 0Z

Authofized Signature Date

FORM 238
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State of Delaware

Office of the Secretary of State

PAGE 1

I, EDWARD J. FREEL, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO EEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT
COPY OF THE CERTIFICATE OF- ‘INCORPORA‘I’ION OF "ENOLOGY OF
TENNESSEE, INC.", PILBD IN THIS OFFI;E pN IEE 'EWEN‘I'Y EIGHTH DAY

'3

OF MAY, A.D. 1998, AT 9 O'CLOCK A M. . W .

[ B

3

Edward |. Freel, Secretary of State

2901898 8100 AUTHENTICATION: 0164298

991560439 DATE: 12-27-99
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DIVISION OF CORPORATIONS
FILED 09:00 aM 05/28/1998

981205217 - 2901898

CERTIFICATE OF INCORPORATION
OF
KNOLOGY OF TENNESSEE, INC.

Articlel. NAME

The name of this corporation is KNOLOGY of Tennessee, Inc. (the'
“Corporation”). .

Article 2. REGISTERED OFFICE AND AGENT

The registered office of the Corporation shall be located at 1013 Centre
Road, Wilmington, Delaware 19805 in the County of New Castle. The registered agent
of the Corporation at such address shall be Corparation Service Company.

Article 3. PURPOSE AND POWERS |

The purpose of the Corporation is to engage in any lawful act or activity
for which corparations may be organized under the General Corporation Law of the
State of Delaware (the "Delaware General Corporation Law”™). The Corporation
shall have all power necessary or convenient to the conduct, promotion or attainment of
such acts and activities, .

Article 4, CAPITAL STOCK

4.1. Authorized Shares

The total number of shares of all clasges of stock that the Corporation
shall have the authority to 18sue is one thousand (1,000) shares. All such shares shall
be Common Stock, all of one class, having a par value of $.01 per share ("Common
Stock”).

4.2. Common Stock
4.2.1. Relative Rights

The Common Stock shall be subject to all of the rights, privileges, '
preferences and priorities of any preferred stock as set forth in the certificate of
deaignations filed to establish the respective seriea of such preferred stock. Each ghare

DG . 6544e7 - 93771100
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of Common Stock shall have the same relative rghts as and be identical in all respects
to all the other ehares of Common Stock. ;

4.2.2. Dividends |

Whenever there shall have been paid, or declared and set aside for
payment, to the holders of shares of any class of stock having prefex:epce over the
Common Stock as to the payment of dividends, the full amount of dividends and of
sinking fund or retirement payments, if any, to which such holders are respectively
entitled in preference to the Common Stock, then dividends may be paid on the
Common Stock and on any class or series of stock entitled to participate therewith as to
dividends, out of any assets legally available for the payment of dividends thereon, but
only when and as declared by the Board of Directors of the Corporation.

4.2.3. Dissolution, Liquidation, Wind{ng Up

In the event of any dissalution, hquidation, or winding up of the
Corporation, whether voluntary or involuntary, the holders of the Cammon Stock, and
holders of any class or seriea of stock entitled to participate therewith, in whole orin
part, as to the distzibution of assets in such event, shall become entitled to participate
in the distribution of any asscts of the Corporation remaining after the Corporation
shall bave paid, or provided for payment of, all debts and liabilities of the Corporation
and after the Corporation shall have paid, or set aside for payment, to the holders of
any class of etock having prefsrence over the Common Stock in the event of dissolution,
liquidation or winding up the full preferential amounts (if any) to which they are
entitled. *

4.2.4. Voting Rights f

{

Each holder of shares of Common Stock sball be antitled to attend all
special and annual meetings of the stockholders of the Corporation and, share for share
and without regard to class, together with the holders of all other classes of stock
entitled to attend such meetings and to vate (except any class or series of stock having
special voting rights), to cast one vote for each outstanding share of Comman Stock so
held upon any matter or thing Goeluding, without limitation, the election of one or
more directors) properly considered and acted upon by the stockholders. |

1

4.3. Preferread Stock !

The Board of Directors is authonzed, subject to limitations prescribed by
the Delaware General Corporation Law and the provisions of this Certificate of
Incorporation, to provide, by reaclution or resolutions from time to time and by filing a
certificate of designations pursuant to ths Delaware General Corporation Law, for the
188uance of the shares of Preferred Stock ib series, to establish from time tq time the

'

\N\N\DG - 454aar1 - 086771801
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ber of shares to be included in each such series, to fix t.he_pov(ers, designations,
gﬁer:nces and relative, participating, optional or ot.her special x_nghts of the shares of
each such series and to fix the qualifications, limitations or restrictions thereof.

Article 5. INCORPORATOR

The name and maihng address of the mcorporator (the "Incorporator”)
is __, Corporation Service Company, 1013 Centre
Road, Wilmington, Delaware 19805. The powers of the Incorporator shall terminate
upon the filing of this Certificate of Incorporation.

Article 6. BOARD OF DIRECTORS

6.1. Initial Directors; Number; Election

The following persons, having the followang mailing addresses, shall serve
as the durectors of the Corporation until the first annual meeting of the stockholders of
the Corporation or until their auccessors are elected and qualified:

NAME MAILING ADDRESS

William E. Morrow 1241 O.G. Skinner Drivs
West Point, Georgia 31833

William H. Scott, 111 1241 O.G. Skinner Drive
West Point, Georgia 31833

Campbell B. Lanier, I 1241 0.G. Skinner Drive
West Point, Georgia 81833

The pumber of directors of the Corporation shall be such number as from
time to tumne shall be fixed by, oz in the manner provided in, the bylaws of the
Corporation. Unless and except to the extent that the bylaws of the Corporation shall
otherwise require, the election of directors of the Corporation need not be by written
ballot. Except ap otherwise provided in this Certificate of Incarporation, each director
of the Corporation shall be entitled to one vote per director on all matters voted or
acted upon by the Board of Directors.

\\\DC . £5444/2 - 065TTAR 08
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6.2. Management of Buainess and Affairs of the Corporation

The business and affairs of the Corporation shall be managed by or under
the direction of the Board of Directors.

6.3. Limitation of Liability

No director of the Corporation shall be liable to the Corporation or its
stockholders for monetary damages for breach of fiduciary duty as a director, provided
that this provision ahall not eliminate or limit the liability of a director (a) for any
bresach of the director's duty of loyalty to the Corporation or its stockholders; (b) for acta
or omissions not in good faith or which involve intentional misconduct or a knowing
violation of law; (¢) under Section 174 of the Delaware General Carporation Law; or (d)
for any transaction from which the director derived an improper personal benefit. Any
repeal or modification of this Article 6.3 shall be prospective only and shall not
adversely affect any right or protection of, or any limitation of the liability of, a director
of the Corporation existing at, or arising out of facts or incidents accurring prior to, the
effective date of such repeal or modification.,

Article 7. COMPROMISE OR ARRANGEMENTS

Whenever a compromise or arrangement is proposed between the
Corporation and its creditors or any clasa of them and/or between the Corporation and
its stockholders or any class of them, any court of equitable jurisdiction within the
State of Delaware may, on the application in a summary way of the Carporation or of
any creditor or stockholder thereof or on the application of any receiver or receivers
appointed for the Corporation under the provisions of Section 291 of Title 8 of the
Delaware Code or on the application of trustees in dissolution or of any receiver or
receivers appointed for the Corporation under the provisions of Section 279 of Title 8 of
the Delaware Code order a meeting of the creditors or class of creditors, and/or of the
stockholders or class of astockholders of the Corparation, as the case may be, to be
summoned in such manner as the said court directs. If a majonity in number
representing three-fourths in value of the creditors or class of creditors, and/or of the
stockholders or class of stockholders of the Corparation, as the case may be, agree to
any compromise or arrangement and to any reorganization of the Corporation as a
consequence of auch compromse or arrangement, the said compromise or arrangement
and the said reorganization shall, if sanctioned by the court to which the said
application has been made, be binding on all the creditors or class of creditors, and/or
on all the stockholders or class of stockholders, of the Corporation, as the case may be,
and also on the Corporation.

-4-

\\\DC - 654441 - 965771101
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Article 8. AMENDMENT OF BYLAWS

In furtherance and not in himitation of the powers conferred by the
Delaware General Carporation Law, the Board of Directars of the Corporation is
expressly authorized and empowered to adopt, amend and repeal the bylaws of the
Corporation.

Article 9. RESERVATION OF RIGHT TO AMEND CERTIFICATE OF
INCORPORATION

The Corporation reserves the right at any tume, and from time to time, to
amend, alter, change, or repeal any provision contaned in this Certificate of
Incorporation, and other provisions authorized by the laws of the State of Delaware at
the time in force may be added or inserted, in the manner now or hereafter prescribed
by law; and all rights, preferences, and privileges of any nature conferred upon
stockholders, directors, or any other persons by and pursuant to this Certificate of
Incorporation in its present form or as hereafter amended are granted subject to the
nights reserved in this Article 8.

IN WITNESS WHEREOF, the undersigned, being the Incorporator
hereinabove named, for the purpose of formung a corporsation pursuant to the Delaware
General Corporation Law, hereby certifies that the facts hereinabove stated are truly
;cd:;orth. and accordingly executes this Certificata of Incorporation this 2¢th day of

, 1998.

Incorporator
/&" I‘I:y 5p:f/€ /

By:

N\\DC - 65444/1 - 063711300



1SSUANCE DATE: 01/18/2000

Secretary of State S  ene
Corporations Section )
James K. Polk Building, Suite 1800 CHARTER /QUALTFICATION DATE: 07/17/1998
. CORPORATE EXPIRATION DATE: PERPETUAL
Nashville, Tennessee 37243-0306 CONTROL NUMBER: 9354330
JURISDICTION: DELAWARE
REQUESTED BY:
BOULT CUMMINGS CONNERS & BERRY BOULT CUMMINGS COMNERS & BERRY
B, L lgtsy o B e
NASHVILLE, IN 37219 NASAVILLE. TH 37219

CERTIFICATE OF AUTHORIZATION
I, RILEY C DARNELL, SECRETARY OF STATE OF THE STATE OF TENNESSEE DO HEREBY CERTIFY THAT
"KNOLOGY OF TENNESSEE, INC",

A CORPORATION FORMED IN THE JURISDICTION SET FORTH ABOVE, IS AUTHORIZED TO
TRANSACT BUSINESS IN THIS STATE;

THAT ALL FEES. TAXES, AND PENALYIES OWED TO THIS STATE WHICH AFFECT THE
AUTHOR1ZATION OF THE CORPORATION HAVE BEEN PAID:

£¥Q£ ;ﬁ%nggglEECENIDCORPORATION ANNUAL REPORT REQUIRED HAS BEEN FILED
THAT AN APPLlLAinN FOR CERTIFICATE OF WITHDRAWAL HAS NOT BEEN FILED.

FOR: REQUEST FOR CERTIFICATE ON DATE: 01/18/00
FEES

FROM: RECEIVED: $20.00 $0.00

BOULT, CUMMINGS, CONNERS & BERRY ENT :

PG, BOR ANSS, TOTAL PAYMENT RECEIVED: $520.90

NASHVILLE, TN 37219-0000 §EchPT ﬁgﬂgﬁﬁ 8888%2?3138

‘7%,@ Lo

RILEY C. DARNELL
SECRETARY OF STATE
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COMMISSIONERS:;

ROBERT B. BAKER, JR.
DAVID L. BURGESS
H. DOUG EVERETY

(404) 6584501
(300) 2025813

ANGELA ELIZABETH BPEIR, CHAIRMAN = JUL 2 § 2005 EXECUTIVE DIRECTOR
. EXECU1ive SECRETARY REECE McALISTER
Beorgia Public Hertrice an%ﬂﬁi%siun EXECUTIVE SECRETARY
244 WASHINGTON STREET, 5.W.
ATLANTA, GEORGIA 30334-5701 FAX: (404) 858-2341
a e e e WWWDRC.SIAte.gAAS

D(?CM‘W_ 00357
Docket No. 214U ME T 4 9yw03.

ORDER

S A el

IN RE: Docket No. 21005-U, Consolidated Application of Interstate
Telephone Company, Knology of Georgia, Inc. and Glohe
Telecommunications, Inc. for Financing Approval

In Administrative Session on July 19, 2005, the Commission voted to
approve the above-referenced application and upon full consideration of the
issues identified in the application makes the following Findings of Fact and
Conclusions of Law:

FINDINGS OF FACT

The Commission finds that the purpose of the petition is to seek
Commission approval of the guarantee by Interstate Telephone Company, inc.
(“Interstate”), Knology of Georgia, Inc. (*Knology-Georgia’) and Giobe
Telecommunications, Inc. (“Globe”), collectively (*Petitioners”) associated with
debt refinancing by the parent Knology. inc. (“Parent” “Borrower”). The Credit
Facility being entered into by the Parent consists of: 1) a five-year First Lien
Revolving Credit Facllity, 2) a five-year First Lien Term Loan and 3) a six-year
Second Lien Term Loan, totaling $308,958,333. The lenders consist of &
syndicate of banks, financial institutions and other institutional lenders
(coliectively, the “Lenders”), with the Administrative Agent representing the
syndicate being Credit Suisse First Boston (“C8FB").

Dockat No. 21055-U
1of4

DEBORAH K, FLANNAGAN



The Commission further finds that the proceeds from the Credit Facilities
are expected to be used to:

* Refinance an existing $15,000,000 Wachovia Credit Facility, dated
October 22, 2002
+ Refinance an existing $32.000,000 Co-Bank Facility, evidenced by
& master loan agreement dated as of June 6, 2002
Refinance Parent's existing $237,000,000, 12% Senior Notes
::rovlide liquidity in the form of a $25,000,000 Revolving Credit
acility

The Commission further finds that Interstate is a local exchange
telephone company certificated by the Georgia Public Service Commission
("GPSC") to provide telecummunications service in the West Point area of West
Georgia and Eastem Alabama. The Commission further finds that Knology-
Georgla is a Competitive Local Exchange Carrier through facilities-based
networks in Augusta and Columbus, Georgia and Globe is a Competitive Local
Exchange Carrier, AOS provider and Reseller of telecommunications service In
the Newnan, Georgia area. The Petitioners are alternatively regulated
telecommunications providers. Interstate serves approximately 12,200 access
lines, Knology-Georgia serves just over 37,500 customers and Globe provides
service to approximately 4,000 customars. As a result of growth in their
respective service areas, the Petitioners are experiencing accelerated growth In
the demand for additional access lines as well as the demand for more
contemporary and sophisticated telecommunications services. This accelerated
demand has necessitated substantial capital investments in plant and facilities by
the Parent and the Patitioners.

The Commission further finds that the Borrowers, along with Guarantees
by the eighteen subsidiaries, other than the Petitioners, have received approval
of this loan request from the Lenders. This loan is baing affected through Credit
Facilities, as described above, in the aggregate amount of $308,958,333 to be
securad by the assets of the Borrower and its subsidiaries, inciuding the
Petitioners. The interest rate will be determined at the time of each transaction

Dacket No, 21055-U
zof4



at quite competitive rates as indicated in the Petitioner's Trade Secrets filing with
this Commission.

S.

The Commission further finds that the Petitioners have requested a waiver
of a formal hearing in this matter.

CONCLUSIONS OF L AW

The Commission concludes that it has jurisdiction over this matter
pursuant to O.C.G.A Section 46-2-28. The Commission also concludes that the
proposed financing is reasonable and falls within the spirit and intent of the
above Code Section. in addition, the Commission concludes that the authority
requested by the Petitioners is for lawful corporate purposes and should be

granted.

The Commission, in acting upon this request is making no judgement or
decision upon the propriety, necessity, or reasonableness of any associated
capital expenditures. The action taken by the Commission does not address
issues relating to whether the ioan may be included in the Companies’ capital
structures in computing future revenue requirements or whether the Investments
made with the proceeds of such loan may be included In rate base. These and
other like issues are not being addressed in this proceeding and have no effect
upon the Commission’s ability to address these issues in any later proceeding.

WHEREFORE, it Is

ORDERED, that for the purposes set forth in the application and in this
Order, Interstate Telephone Company, Knology of Georgla, Inc, and Globe
Telecommunications, Inc. are hereby authorized to guarantea, along with all
other Knology. Inc. Subsidiaries, the Credit Facility in favor of the Landers thereto
and their successors being entered into by the Parent with the syndicate
rapresented by Credit Suisse First Boston, through secured Credit Facllities
totaling $308,858,333, including, without limitation, the execution, delivery and
performance of the Guaranty and the Pledge and Security Agreement and the

creation and perfection of the liens on the collateral owned by them in favor of
the Lenders and their successors. The interest rates will be fixed for aach Term

Loan and the Revolving Credit Facility and at a competitive rate at the time of
each transaction, and it is

Docket No. 21055-U
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ORDERED FURTHER that the consummation of all transactions
undertaken, and the sxecution of all related documents, in Connection with the

foregoing by the Petitioners is heraby approved, and it is

ORDERED FURTHER that for the purpose of facliitating the loan process
and avoiding additional interim financing, a formal hearing in this matter has been

waived by the Commission, and it is

ORDERED FURTHER, that jurisdiction over this matter is expressly
retained for the purpose of entering such Order or Orders, as this Commission
may deem just and proper, and it is

ORDERED FURTHER, that the books and records of Interstate
Telephone Company, Knology of Georgia, inc. and Globe Telscommunications,
inc. and the parent company, Knology, Inc. will ba open to the Staff of the
Georgia Public Service Commission and/or its representatives, and itis

ORDERED FURTHER, that this approval in no way assumes future
regulatory approval by this Commission of any rate or tariff matter concerning the
regulated locai exchange telephone company, and it is

ORDERED FURTHER, that the authority granted herein is contingent
upon the approval of any other regulatory body having jurisdiction over said

matter;, and it is

ORDERED FURTHER, that a motion for reconsideration, rehearing or oral
argument or any other motion shall not stay the effectiveness of this Order unless

expressly so Ordered by the Commission.

The above by action of the Commission in Administrative Session on July
19, 2005.

w2

Reece McAlister
Executive Secretary

7:20-05

DATE OATE
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VERIFICATION

)

STATE OF GEORGIA
)

COUNTY OF TROUP

I, Felix L. Boccucci, Jr., being duly sworn, deposes and states as follows:

I am the Vice President of Knology of Tennessee.

1.
I have reviewed the foregoing Petition and the documents filed therewith,

2.
and the contents thereof are true and correct to the best of my knowledge, information

and belief.

3.

Knology of Tennessee will comply with all applicable laws and Tennessee
Regulatory Authority rules and regulations.

KNOLOGY OF TENNESSEE, INC.

By: Mﬁu—«_———«——

Its: Vice President

Sworn to and subscribed before me this
2" day of August, 2005.

- Notary :%ublic ’

PR ~
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VERIFICATION

STATE OF GEORGIA )
COUNTY OF TROUP ) )

I, Felix L. Boccucci, Jr. being duly sworn, deposes and states as follows:

1. I am the Vice President of Knology Inc.
2. I have reviewed the foregoing Petition and the documents filed therewith,

and the contents thereof are true and correct to the best of my knowledge, information
and belief.

3. Knology Inc. will comply with all applicable laws and Tennessee

Regulatory Authority rules and regulations.

- KNOLOGY, INC.

Byzﬂm 2

Its Vice President

Sworn to and subscribed before me this
2" day of August, 2005.

- Notary %ublic

1
B
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